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FOREWORD 


This document is about what the Atlantic Canada Opportunities Agency (ACOA) has helped 
Atlantic Canadians achieve since its inception in June 1987. By implementing locally 
developed approaches, ACOA and its partners have demonstrated that regional development 
programs do work. The initiatives supported by the Agency have helped to reduce regional 
disparity. For example, the current unemployment level in the region is 1% less than it 
would have been without the Agency’s initiatives which have created over 40,000 jobs. 


ACOA has focused on the development of small and medium-sized businesses, the most 
dynamic sector of the economy which accounts for 90% of job creation. Partnerships with 
local entrepreneurs, based on regional strengths and resources, are a major factor behind the 
high success rate of ACOA’s business investments. Whereas 52% of new businesses in the 
Atlantic region fail within the first three years, over 90% of new businesses assisted by 
ACOA are successful. 


One of the major objectives set for ACOA was to encourage the people of Atlantic Canada to 
accept greater responsibility for the region’s development by creating a new partnership 
between the public and private sectors. Dynamic local communities are essential for 
economic development and it is particularly gratifying to see the initiative taken by the 
private sector. Hundreds of educational institutions, research institutes and business and 
community groups have come forward to partner with the Agency to improve the conditions 
in their community for development and provide support to small business. There are many 
examples of economic sectors where the private sector is taking charge of development. 


The provincial governments have been very important development partners of ACOA. 
Working with the provinces, ACOA has had success in introducing a more coordinated 
approach to regional development while assisting them to implement their strategic priorities. 


The efforts of the Agency have been built upon the activities of other federal departments in 
the region, including Agriculture and Agri-Food Canada, Canadian Heritage Canada; 
Environment Canada; Federal Business Development Bank; Fisheries and Oceans Canada; 
Foreign Affairs and International Trade Canada; Human Resources Development Canada; 
Industry Canada; National Research Council; Natural Resources Canada; Public Works and 
Government Services Canada; and Transport Canada. 


Like the rest of Canada, the Atlantic region must be ready to deal with international 
competitiveness, global trading and the opportunities opened up by freer trade. In addition, 
Atlantic Canadians must deal with the reality of severe structural adjustment in certain major 
industries, such as the groundfish fishery where ACOA and the Department of Fisheries and 
Oceans are currently working very closely to develop employment alternatives for those 
affected by fishery closures. 


In today’s fiercely competitive economy, successful economic development requires joint 
action on a region-wide level. This is particularly true in the Atlantic region because of its 
relatively small population and dispersed industrial base. The provincial governments in 
Atlantic Canada are in the vanguard of regional cooperation efforts in areas such as the 
elimination of trade barriers and joint procurement. As another example, ACOA, in 
partnership with the provinces and the private sector, is implementing a coordinated regional 
approach to the development of the tourism industry. 


Governments, the private sector and other partners in the economic development field, 
including individual Atlantic Canadians, must continue to dialogue with the people of the 
region. Based on their advice, governments must help create the supporting environment and 
infrastructure, as well as a strong private sector, based on active self-reliant entrepreneurs. 


The Honourable David C. Dingwall 
Minister for the Atlantic Canada Opportunities Agency 


: 


AtlanticCanada Agence de 


Opportunities promotion économique 


Agency du Canada atlantique 

De bonnes affaires ensemble 

Helping People Succeed in Business 

President Presidente Head Office Siége social 
P.O. Box 6051 B.P. 6051 
Moncton, N. B. Moncton (N.-B.) 
Canada E1C 9J8 Canada E1C 9J8 
(506) 851-2271 (506) 851-2271 


The Honourable David C. Dingwall, P.C., M.P. 

Minister of Public Works and Government Services 
and Minister for the Atlantic Canada 
Opportunities Agency 

House of Commons 

Ottawa, Ontario 

K1A OA6 


Dear Minister, 

I have the honour to submit to you the first 
Five-Year Report on the accomplishments and impact of 
the Atlantic Canada Opportunities Agency (ACOA). Sub- 
section 21(2) of the ACOA Act requires that the Agency 
present a report to be tabled at each House of 
Parliament every five years starting in 1993. 


Respectfully submitted, 


-—_ ne 


Mary Gusella 
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INTRODUCTION 


Purpose of the Report 


This report fulfils the requirements of Sub-section 21 (2) of the Atlantic Canada 
Opportunities Agency Act which requires, in part, that every five years the Minister for the 
Agency present to Parliament a comprehensive report on the Agency operations. The report 
is to provide an evaluation of the impact of ACOA’s activities. This first report covers the 
financial commitments, expenditures and activities of the Agency from its creation in June 
1987 until the end of fiscal year 1992-93. 


The Case for Regional Development 


The concern of this report is that of regional development policy which concentrates on 
measures to accelerate growth in the regions as a means of ensuring an equitable distribution 
of income and employment. The objective of balanced regional development has been part 
of national policy since Confederation. Regional policy seeks to ensure that Canada’s 
prosperity is shared equitably among all members of society. 


The notion of equity has come to be widely accepted as meaning equality of opportunity. 
Equality of opportunity is enshrined in the Constitution. The Canadian Charter of Rights 
and Freedoms (Clause 36) commits the Government of Canada and the provincial 
governments to, inter alia, "furthering economic development to reduce disparity in 
opportunities for the well-being of Canadians". 


Very large differences in employment and income levels exist among provinces. The 
Atlantic region is confronted by the most severe long-term structural problems of any region. 
In 1991, access to opportunities, as measured by the proportion of the working-age 
population employed, was only 85% of the national average in the Atlantic region, as 
compared to 94% in Quebec, 104% in Ontario and 105% in Western Canada.! 


This difference in equality of opportunity persists despite very high levels of out-migration of 


people from the Atlantic region. Thus a concern with equity has come to mean policies 
which better reflect the realities of provinces and regions. 


'Source: Statistics Canada Labour Force Survey. 
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The Government Agenda 


The Government sees strong regional economies as the building blocks of Canada. 
Concerted action and the mobilization of scarce resources are necessary to achieve strong 
regional economies in this age of international competition and change. Economic 
development, if it is to be successful, must be community-based because increasingly, 
business investment decisions depend on the conditions in the communities in which the 
businesses are located. The Government is prepared to work in partnership and support 
community development where local creativity and initiative are shown. Regional 
development policies need to be adapted to the needs of communities. 


ee 
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CHAPTER ONE 
CREATION OF THE ATLANTIC CANADA OPPORTUNITIES AGENCY 


On June 6, 1987, a new page was written in the history of regional development in Atlantic 
Canada. The creation of the Atlantic Canada Opportunities Agency, which became 
commonly known as ACOA, was announced in St. John’s, Newfoundland. It represented an 
innovative approach to dealing with the Atlantic region’s economic problems and trying to 
break the dependency cycle by getting Atlantic Canadians to actively work on finding 
solutions. 


A little more than six years later, few Atlantic Canadians have not heard of ACOA or have 
not been touched directly or indirectly by the work done by the Agency. To better 
appreciate the full scope of the Agency’s impact through the years, we need to take a brief 
look at the economic and policy context in which this announcement took place. 


Why a Regional Agency? 


The creation of ACOA represented an initiative to decentralize decision-making in the area of 
regional development. A fundamental re-thinking of regional strategy, based on extensive 
reviews of past regional development efforts, the economic circumstances and prospects of 
the Atlantic region and widespread consultations within the region, indicated that the regional 
development challenge had evolved to where a centralized approach was no longer effective. 


Several important policy reviews, notably, the Report of the Federal-Provincial Task Force 
on Regional Development in 1987, had pointed to a number of factors critical to successful 
regional development: 


e Given that the economic structures and circumstances of the various regions of 
Canada differ, support for economic development needs to be uniquely tailored to the 
region if it is to be effective. 


e The success of regional development programming has been related to the degree of 
decentralization. 
° The success of a program depends critically on practical and workable design at the 


local level; a stronger federal presence in the region could lead to improved economic 
development programs. 
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e Major national policies and programs must, as far as possible, be tailored to respond 
to the unique needs of the regions. 


Set against these factors, the centralized approach to regional economic development under 
the Department of Regional Industrial Expansion (DRIE) had resulted in the principal focus 
of industrial incentives programs being in Ontario and Quebec. The focus on the 
manufacturing sector meant that they tended to be applicable primarily in those areas with an 
established manufacturing base. 


Even more importantly, complex and lengthy eligibility and approval procedures had made 
the programs largely inaccessible to Atlantic small and medium-sized enterprises (SMEs), 
less able than larger firms to absorb the application costs. 


Federal-provincial agreements, the Economic and Regional Development Agreements 
(ERDAs), had been an important mechanism for coordinating federal and provincial 
programs and improving the regional sensitivity of programming. However, in 1986, a 
federal moratorium was placed on new agreements primarily because the centralized 
approach had proven ineffective in reconciling federal priorities for economic development 
with the unique development needs of the regions. This was most serious in the Atlantic 
region, as the weaker fiscal capacity of the Atlantic provinces makes them more heavily 
dependent on federal transfers to fund economic development. 


Finally, the economic development programming of the 1960s and 1970s focused on support 
for social and physical infrastructure and competitiveness improvement of the resource-based 
sectors. These efforts added significantly to the wealth-creating capacity of the region. 
However, by the mid-1980s, it was apparent that the resource sectors would account for a 
declining share of economic activity. The keys to success in an increasingly competitive 
global economy lay with small business and entrepreneurial development, improved 
marketing and the improvement of competitiveness through the application of technology and 
improvements in the skill levels of management and labour. A horizontal or comprehensive 
approach to the problems of business and economic development in the region would become 
increasingly important, based on a first-hand knowledge of regional strengths and 
weaknesses. 


The extensive consultations undertaken within the region prior to the establishment of the 
Agency revealed a consensus that: 


® Solid and self-sustained economic development in Atlantic Canada must come from 
within; a new emphasis must be placed on developing the private sector and, in 
particular the SMEs, because of their importance for employment creation. 
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e The people of Atlantic Canada should be encouraged to accept greater responsibility 
in the planning and implementation of measures designed to promote economic 
development. 


However, in mid-1987, while the Canadian economy was experiencing robust growth, the 
Atlantic economy had still not recovered from the downturn of the early 1980s. In 
particular, manufacturing investment was below the levels of 1982 and the unemployment 
rate showed no signs of declining to the levels of the early 1980s. Confidence in the 
economy and in particular, business confidence, was at a very low level. 


Expectations 


Against this background, the announcement of the creation of ACOA on June 6, 1987, set 
out the following expectations: 


e There is no "quick-fix" solution to the problems of the region. 

e Money is only a part of the solution and what is needed is to stimulate and encourage 
entrepreneurship. 

e The Agency needs to create a better environment for growth and development, 


encourage risk capital and improve competitive skills. 


e What is needed is a new partnership of effort between the public and private sectors 
focused on support to small and medium-sized businesses. 


e The region needs an improved decision-making authority: fewer forms, less red tape, 
quicker decisions. 


e. The Agency will be responsible for coordinating all federal activities relating to the 
economic development of the region, particularly in areas of procurement, training 
and skills development, job creation, technology infrastructure and local investment 
promotion, and advocating a regional perspective in the design and application of 
national policies and programs. 
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Consistent with the need for decentralized decision-making, the Head Office of the Agency 
was located in the region. An Advisory Board of private sector individuals was established 
to advise on program design and operations. Emphasizing the need for the people of the 
region to become participants in development, Atlantic Canadians were challenged with the 
message, "the Agency belongs to you". 


The creation of ACOA, and with it the decentralized regional agency approach to economic 
development of the regions, also reflected an important change in the focus and expectations 
for regional development policy. Since the early 1960s, the focus had been based on concern 
with reduction in disparity between regions. The new approach is designed to assist all 
regions to realize their economic potential. 


This change in focus was based on the recognition that it was unrealistic to expect significant 
reductions in disparity between regions, given that the resources devoted to regional 
development are relatively small, generally less than 3% of total federal economic 
expenditures in the Atlantic region, and given the deep-seated structural problems faced by 
the region, in particular. Furthermore, a focus on regional disparities was not compatible 
with a regional development approach which had evolved from a concern with only areas of 
severe underdevelopment in the early 1960s, to an approach that embodied efforts to promote 
economic development in all regions. 


Despite the fact that some modest improvements in "closing the gap" in terms of earned 
income per capita had, in fact, been achieved in Atlantic Canada over the previous 25 years, 
the usefulness of regional development programs was commonly questioned. This expressed 
negative view of regional development programs must be ascribed in large part to unrealistic 
expectations. The new approach took a broader view of regional development as a process 
of building the Canadian economy by focusing on maximizing growth in all regions based on 
their strengths with a special emphasis on regions characterized by long-term structural 
weakness in their economic base. As such, the major objectives set for the Agency were to 
remove structural barriers to growth so that the region could begin to attain its economic 
potential. 


a Ne a eae 
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CHAPTER TWO 
MANDATE AND MISSION 


Mandate 
ACOA’s mandate as spelled out in Section 12 of its legislation is: 


",.. to support and promote opportunity for economic development of 
Atlantic Canada, with particular emphasis on small and medium-sized 
enterprises, through policy, program and project development and 
implementation and through advocacy of the interests of Atlantic Canada in 
national economic policy, program and project development and 
implementation". 


To meet this objective, the Agency has been given two broad sets of powers: 


1% To provide programs that contribute directly or indirectly to the development of small 
and medium-sized businesses, entrepreneurial talent and economic prosperity, as well 
as programs that improve the business environment in Atlantic Canada. 


a In concert with other concerned federal departments and agencies, to formulate plans 
and integrate federal approaches to support opportunity for economic development in 
Atlantic Canada. 


Mission 


Shortly after the creation of the Agency, consultations with Atlantic Canadians were 
undertaken on an unprecedented scale which allowed Atlantic Canadians to voice their 
expectations, the needs of the business community and help define how the Agency could 
best approach economic development of the Atlantic region. From these consultations, 
ACOA defined its mission as: 


To foster, in a strategic partnership with the people of Atlantic Canada, the 
long-term economic development of the region through the renewal of the 
Atlantic entrepreneurial spirit. 
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Strategic Priorities 


Strategic priorities, shaped by national priorities and by annual consultations with Atlantic 
Canadians, have been refined through the years to reflect the Agency’s mandate and the 
national concerns of increased productivity and competitiveness in the global marketplace. 
The five strategic priorities which guide ACOA’s programs are: 


L Entrepreneurship Development: to create an environment that will lead to an 
increase in the pool of people who have the motivation and skills to start their own 
businesses and to encourage appropriate community-based support. 


Jap Trade and Market Development: to focus on strengthening marketing capabilities in 
regional firms in order to increase their market share and expand to new markets. 


3. Innovation and Technology Transfer: to enhance the competitiveness of Atlantic 
Canadian firms and support diversification through innovation, acquisition and 
development of new technology. 


4, Human Resource Development: to increase competitiveness and productivity of 
firms by ensuring a skilled and well-trained work force and access to skills and know- 
how for owners of small and medium-sized businesses. 


a: Procurement and Industrial Benefits: to obtain long-term, high quality regional 
industrial benefits for Atlantic industries using public sector procurement requirements 
and encouraging firms to meet these requirements. 


Programs and Activities - Four Main Approaches 


The official announcement, and subsequently the ACOA legislation, pointed to the specific 
means by which the Agency would realize its mandate. From these were drawn the 
Agency’s four main areas of activity: 


l. ACTION: Risk-sharing with entrepreneurs. Small and medium-sized businesses can 
obtain direct financial assistance, loan insurance and interest buy-downs for new 
establishments, modernization or expansion of businesses, innovation, development of 
new products, human resource development, business support and feasibility, 
marketing and business studies. 
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2; COOPERATION: The primary vehicle for joint federal-provincial undertakings, the 
program aims to improve the environment for economic growth in Atlantic Canada 
with all levels of government, the private sector and institutions. 


3: COORDINATION: The Agency assists the Minister in carrying out the legislative 
mandate to coordinate the economic development policies and programs of other 
federal departments in Atlantic Canada. 


4, ADVOCACY: ACOA promotes Atlantic Canada’s interests in the development of 
national policies, programs and procurement to ensure a positive impact on the 
region’s economic future. 


The two flagship programs, Action and COOPERATION, receive a lot of public attention 
and recognition since they touch a much wider base of clientele. They have been well 
promoted and, of course, financial assistance programs attract much more attention than non- 
financial initiatives. But the successes of these two programs did much to establish the 
credibility necessary for getting results under Advocacy and Coordination. 


Advocacy and Coordination have a lower public profile, as they primarily involve 
negotiations with other federal departments or, as is the case with procurement, involve a 
limited number of private sector firms. All four activities are closely integrated, as the 
Advocacy and Coordination activities create or influence the environment in which the 
financial assistance programs are implemented and take advantage of the Action and 
COOPERATION Programs to attract other federal departments’ investment in the region. 


In addition to these four central responsibilities, ACOA’s activity framework includes Special 
Programs which cover initiatives designed to address specific circumstances that regular 
programming cannot meet. These include the Fisheries Alternatives Program (FAP), for 
which ACOA was given the implementation responsibility. An important priority of the 
Agency has been to promote a region-wide response to issues of concern to all provinces. 
The Pan-Atlantic Development Activity was introduced in 1992 to emphasize the importance 
of a distinct funding mechanism for this priority and to provide funding for development 
opportunities that cover the whole Atlantic region. 
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Resources 


ACOA is a small Agency with full-time equivalent employment of 371 persons, in fiscal year 
1992-93. In 1987, ACOA was allocated $1.05 billion in new funding over the subsequent 
five-year period. In addition, $345 million was transferred from DRIE to ACOA for existing 
programs [Economic and Regional Development Agreement (ERDA), General Development 
Agreement (GDA), Industrial and Regional Development Program (IRDP), Atlantic 
Enterprise Program (AEP) and Cape Breton Topping-Up Assistance (CBTUA)]. In 1989, 

the Government extended the funding for ACOA by a further two years, added additional 
funds for the COOPERATION Program, and incorporated the resources for other 
government department ERDAs and GDAs. As of 1990, the Agency has been placed on the 
same footing as any other department of government with budgets established on an annual 
basis. 


Table I provides the funding utilization for the Agency since inception. This table includes 
statutory payments, as well as FAP. 
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CHAPTER TWO 


ACTIVITY 


DEVELOPMENT 


Action 

— Operating 

— Transfer Payments 
Sub-Total (2) 


Cooperation (ACOA Delivered Only) 
— Operating 
— Transfer Payments 

Sub-Total 


Special Programs 

— Operating 

— Transfer Payments 
Sub-Total 


Advocacy & Coordination 
— Operating 


Pan-— Atlantic 

— Operating 

— Transfer Payments 
Sub-Total 


Program Administration 
— Operating 


Total — DEVELOPMENT 
— Operating 
— Transfer Payments 
Total 


CORPORATE ADMINISTRATION 
_— Operating 


TOTAL AGENCY SPENDING (3) 81,730 


Loan Insurance Reserve 
Transfers to OGD’s for COOPERATION 
Transfers to OGD’s for "Other" (4) 


TOTAL ACOA FUNDS UTILIZED 


Based on October 31, 1993 Data. 


TABLE | 
ATLANTIC CANADA OPPORTUNITIES AGENCY 
REGIONAL DEVELOPMENT RESOURCE UTILIZATION 
1987—88 TO 1993-94 
$000’S 


10,552 
161,110 
171,662 


4,239 
37,462 
41,701 


6,243 


23,597 
198,572 
222,169 


231,435 


20,729 
6,100 
5,324 


11,964 
179,120 
191,084 


3,605 
49,295 
52,900 


709 
440 
1,149 


2,913 


7,454 


28,173 
278,499 
306,672 


13,137 


317,735 269,042 


2,846 
32,532 
8,390 


15,123 
67,971 
12,360 


13,307 
171,789 
185,096 


5,100 
50,553 
55,653 


2,800 
16,883 
19,683 


2,813 


8,077 


32,097 
239,225 
271,322 


283,136 


1,544 
94,047 
38,079 


1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 1993-94 (1) 


12,979 
137,391 
150,370 


5,789 
52,773 
58,562 


2,512 
34,712 
37,224 


2,570 


14 


14 


7,750 


31,614 
224,876 
256,490 


268,390 


800 
117,645 
24,548 


81,730 263,588 361,503 364,496 416,806 411,383 


Total 


12,100 76,755 
136,491 1,064,731 
148,591 1,141,486 


7,800 32,901 
88,094 349,440 
95,894 382,341 


3,200 
25,138 
28 338 


9,221 
77,173 
86,394 


3,400 18,109 


100 
950 
1,050 


114 
950 
1,064 


7,500 46,809 


34,100 183,909 
250,673 1,492,204 
284,773 1,676,203 


11,900 71,938 


296,673 1,748,141 


41,042 
100,892 419,187 
17,763 106,464 


415,328 2,314,834 


(2) This includes spending on Action Program plus business assistance programs transfered from DRIE and statutory expenditures 


(3) 


Includes Statutory Expenditures. 


(4) These transfers to other government departments (OGDs) reflect ACOA’s Coordination role. Funds are transferred to top—up 
OGD programs where this is deemed the best means of achieving regional development. 
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Expectations 


The creation of ACOA generated a high level of expectation from Atlantic Canadians, the 
business community, the media, central agencies and from the Government itself, all of 
which tended to look at the new Agency as the last chance for the economic development of 
the region. The first step was to get Atlantic Canadians, through the consultation process or 
as members of the ACOA Advisory Board, to help in defining what needed to be done and 
how it was to be done. The business and economic communities from Atlantic Canada were 
invited to take an active part in this planning and development process. This was a major 
challenge as, at the same time, the Agency had to assume responsibilities for programs it had 
inherited and to build, in record time, the best team of people to do the job. Even before it 
was officially created (the legislation was only promulgated in September 1988), ACOA was 
expected to deliver and to deliver fast. 


By December 1987, less than six months after its creation, the Agency was successful in 
having the moratorium on ERDAs lifted by proposing a process which would focus activities 
on the Agency’s strategic priorities. Building on existing program legislation, ACOA 
announced a first-business assistance program, the Action Program, in February 1988 and, a 
few months after the passing of the legislation, it had most of its people in place. 


Not everything went as smoothly as one would have wished, and the Agency being so much 
in the public eye, met with some criticism because the expectations created far exceeded the 
means available and the time needed to make a difference. 


"Contrary to what Canadians believe, they are not the only ones spending money to stimulate 
development of the lagging regions, nor do they spend the most. Europeans have a history of 
region-specific development that goes back in some cases over half a century. American states 
and municipalities have engaged in intense competition for new investment since the 1930s. 
They still do so in the 1990s whether they are economically backward or prosperous. 


ACOA programs, in fact, fit very closely with recent emphasis in regional development in 


much of the industrialized world, and in many respects the Action Program is the very envy of 
other jurisdictions. It is locally-based, is broad and flexible to allow a wide array of types of 
assistance, and is targeted mainly at the small and medium-sized sectors." 


Atlantic Provinces Economic Council 
June 1992 


Pe 
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THE ACTION PROGRAM 


The Early Challenge 


The Action Program was the first visible activity to be implemented, as it was the most 
likely to provide a quick response to the high expectations created by the June 1987 
announcement. 


Objective 


The Action Program was created to assist in the establishment of new businesses and the 
modernization or expansion of existing Atlantic Canadian businesses with emphasis on SMEs 
which create productive and long-term employment. 


Its goals are to foster the development of entrepreneurship, to increase the rate of new 
business formation, to improve the competitiveness of SMEs, stimulate innovation, and 
create growth through new products and markets for businesses in the Atlantic region. 


Description 


The Action Program provides a comprehensive package of support covering the key needs of 
small and medium-sized businesses: access to technology information, advice and managerial 
expertise and equity financing. The Program provides the full spectrum of support for 
business investment from analyzing the feasibility of a new idea through to the marketing of 
the eventual product. 


"ACOA assisted me in establishing my business. The people there worked with me along the 
way, being helpful not only in terms of money, but also in terms of management and business 
advice." 


Ross Hansen 


Super Soles 
Fredericton, New Brunswick 
September 1992 
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"At ACOA, it seems that people have flexibility and an understanding of business needs." 


Dan O’Brien, President 
Seascape Systems Lid. 
St. John’s, Newfoundland 


The Action Program was designed to make it as easily accessible as possible to small 
business. Information and evaluation requirements have been streamlined, particularly for 
small projects, and progress payments are available to ease the cost of financing. The 
Program can support a wide range of industrial sectors, especially the increasing business 
services sector, and offers an increased level of risk-sharing with private investors. It offers 
three types of financial assistance: direct contributions, contributions to interest buy-downs 
and loan insurance. One unique characteristic of the Program is its ability to work in 
partnership with non-profit business organizations and institutions to provide services to small 
businesses and to encourage these organizations to take responsibility for the economic 
development of the region. 


"...Because of the support of the telephone company, and other agencies like ACOA and 
Communications Canada, Memorial is recognized as a leader in this country, and indeed the 
world, in distance communications for medical and education purposes." 


Dr. Arthur May, President 
Memorial University 

St. John’s, Newfoundland 
December 1991 


In contrast to programs of the Agency’s predecessors which were based on rigid national 
criteria, the Action Program provides the flexibility to adapt support to meet the needs of 
business. Authority is highly decentralized and well over 90% of decisions can be taken 

within the regional offices, allowing for quicker response time. Front-line managers have 


the authority to approve most small projects, empowering them to work with entrepreneurs to 
make viable business ideas a reality. 


2 eee ee ee ee 
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Early Response 


The Action Program received a significant response from the business community. In its 
first year alone, ACOA had received a level of applications many times that received by 
predecessor business financial assistance programs. Exhibit 2.1 illustrates the wide 
difference in activity level of predecessor programs by comparing the four years of activity 
prior to and following inception of the Action Program. In four years, the predecessor 
programs received some 2,600 applications compared to over 22,000 in the first four years 
of the Action Program. This increase of over eight times earlier levels demonstrates that the 
Atlantic region really does contain a lot of business development opportunities just waiting 
for the right type of incentives to be given a chance to grow. 


Exhibit 2.1 


APPLICATIONS RECEIVED AND APPROVED 
Comparison Action and Predecessor Programs * 


LJAGTION REC. 
= ACTION APP. 
El PREDEC. REC. 
Mi PREDEC. APP 


1884-85 to 87-88 1988-88 to 91-82 


(*) - Predecessor Programs include CBTUA, IRDP & AEP 


The response from the non-profit sector was significant, demonstrating the potential of this 
sector to deliver and coordinate economic development support. Over 300 business support 
groups and associations came forward in the first year and are now offering a wider and 
more professional variety of services to Atlantic businesses. One example is Technical 
People in Industry (TPI), an ACOA initiative managed by the Nova Scotia Research 
Foundation Corporation. The TPI program, by supporting the placement of university or 
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technical institute graduates in small and medium-sized businesses, strives to achieve two 
strategic results: to use and further develop the skilled human resources available in 

Nova Scotia and to transfer technology into the business community, resulting in more 
efficient and effective operations. The effectiveness of the program can be seen by the fact 
that for 76% of participants, the candidate has been retained after the support period. 


"TPI has provided very soundly based technical support for our plant management. A new 
manufacturing line will help justify retaining the technical candidate’s services and we are now 
outlining projects which should increase employment and product output." 


Sydney Hughes, President 
I.M.O. Food Limited 
Yarmouth, Nova Scotia 
Fall 1991 


However, the non-profit sector has the potential to do much more in supporting development 
and providing services to small business. The Agency needs to continue to find innovative 
ways to enlist the support of the private sector. 


A Maturing Program 


Increased Focus on Small Business 


Budgetary cuts were introduced in the 1989 federal budget which affected the Agency’s 
budget. Priorities were established and the Action Program concentrated its direct financial 
support to small businesses, contributions only being provided to projects of less than 
$200,000. Interest buy-down and loan insurance support still remained available to larger 
projects usually coming from already established businesses. 


After the 1989 change, over 75% of the Action Program’s contributions went to projects of 
less than $1 million in eligible costs, these representing 98% of the projects approved. Small 
and new enterprises remained a central focus of the Agency as almost 90% of the projects 
assisted were very small (less than $200,000). 
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Exhibit 2.2 


INVESTMENT IN SMALL PROJECTS 


Percentage Contributions by Size of Projects 
Before and After March 31, 1989 


$200,000 to $1.0 M. 5 20%, 
25% 


Over $1.0 M. 
51% 


Inception to March 31, 1989 April 1989 to March 31, 1993 


Tighter Competition and Risk Assessment 


Assistance to businesses is assessed for viability and benefits to the region. This practice, 
which has been in place since the start of the Program, ensures that the marketplace can 
sustain the entrance of new competitors and that the result will be increased competitiveness 
and productivity in an industrial sector and not the displacement of existing businesses. 
Nevertheless, if it is to contribute to the federal priority of increased competitiveness, ACOA 
cannot back off from areas where there are competitors, regardless of how inefficient or 
unproductive they might be. However, the Program provides the opportunity for every 
business to improve its competitive position. In sectors of apparent market saturation, the 
Agency has financed independent studies of the industry and has discontinued assistance 
where it was demonstrated that the market was well-supplied and that added production 
Capacity would not be beneficial to the region. 
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ACOA Account Managers follow extensive evaluation practices to determine the degree of 
risk by performing asset security, liquidity and performance tests. The February 1991 
Report of the Enterprise Cape Breton Assessment Team made recommendations on risk 
management practices which were introduced to tighten the assessment practices of the 
Action Program and better balance risks with potential benefits. Applicants’ equity is subject 
to closer scrutiny as are risk levels for management, markets and finance. Equity 
requirements for loan insurance projects have been increased. Personal guarantees are more 
frequently required for loan insurance projects. The monitoring and follow-up of projects 
have been improved and the Agency can step in to terminate projects which are not 
producing expected benefits. 


Approximately 94% of the projects assisted by the Agency are successful (i.e., meeting the 
performance conditions of their contract with the Agency as of March 31, 1993), including 
over 90% of new businesses. On average, new businesses established by ACOA are now 
three years old. Data from Statistics Canada shows that almost 52% of new businesses in the 
Atlantic region fail within the first three years of operation.” The success rate of ACOA- 
funded start-ups is much higher than that of non-ACOA supported ventures. This is due in 
part to the fact that all proposals are thoroughly scrutinized before assistance is given and 
projects are subject to careful monitoring. Also, the Agency has established programs to 
provide professional advice and guidance to clients. 


ACOA does not provide grants to businesses. It provides contributions which have strict 
performance conditions and which, if over $100,000, are repayable. Repayability adds to the 
leverage on expenditures, as these funds once repaid can be "recycled" to support additional 
projects. 


Focusing on Strategic Priorities 


Probably one of the best features of the Action Program is its ability to adapt and respond 
quickly to the needs of small and medium-sized businesses facilitated by the regional location 
of the decision-making process. Changes are continually introduced as a result of 
consultations with the Atlantic business community. Through the years, the emphasis has 
shifted considerably from capital investments to innovation and marketing-related activity in 
response to the increasing need for Atlantic business to improve competitiveness to compete 
in the global economy, a shift that reflected national economic policy priorities and concerns. 


’The estimated failure rate is for the sectors eligible under the Action Program: primary 


(excluding farming and fishing), manufacturing, business services, tourism and miscellaneous 
services. 
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Ministerial consultations were held on an almost yearly basis, where the business community 
provided its feedback and suggestions on how to improve support to businesses. As a result, 
new fields of activity were either introduced or given a higher profile: 


i 


Supplier Development was introduced in 1989 to increase the ability of Atlantic 
businesses to participate competitively and acquire public procurement contracts. 


Human Resource Development was made available in 1992 to encourage Atlantic 
enterprises to enhance their management skills and enrich the technical skills and 
knowledge of their firms. 


Action Loan, introduced in 1990, provides growth-oriented, high-potential enterprises 
with venture capital financing for selected capital and non-capital investments. 


Innovation, which encourages and allows Atlantic businesses to develop new products 
or production processes, was enhanced in 1989 and again in 1992. 


"I think that it is a credit to ACOA that our project was supported and we feel that you have 
made a meaningful contribution to helping enhance the reputation of software developers in 
Atlantic Canada. You have given us the opportunity to show that we are able to develop office 
automation programs that are second-to-none." 


Donald F. Fay, P.Eng., M.D. 
President 

Fayler Medical Office Consultant Ltd. 
Halifax, Nova Scotia 

1991 


The Consultant Advisory Service was introduced to meet the serious need for 
professional and managerial advice to small businesses, especially to first-time 
entrepreneurs. The service, cost-shared between ACOA and the firm, allows the 
hiring of professional consultants to provide diagnostic accounts of the firm’s 
problems or opportunities and to help the owner/manager identify appropriate 
measures of change. 


The Marketing element was enriched in 1989, allowing small and medium-sized 
firms to take advantage of trade opportunities. 


ACOA Five-Year Report to Parliament 19 


CHAPTER TWO 


ee ee EE 


"4COA’s marketing program has opened a new door for us. It’s been tremendous. We’ve 
increased sales by about 200 to 300 percent, and we’re now in the process of shipping our 
products (kennels) to Bermuda.” 


Lorne MacDonald, President 
MacDonald Fencing 
Porter’s Lake, Nova Scotia 


Capital investments (establishment, expansion and modernization) still represent the largest 
percentage of projects and investments. However, support to operational projects and 
innovation and marketing activities is steadily gaining importance (Exhibit 2.3). 


Exhibit 2.3 


CAPITAL & OPERATIONAL PROJECTS 
PERCENTAGE DISTRIBUTION BY YEAR 
Number of projects 


1988-89 1888-90 1990-91 1961-02 199293 


BUSINESS SUPPORT §/ 10.4 | 10.4 | 143 15 
CAPITAL Lj} 61 64.1 | 49.3 41.5 
OPERATIONAL Ba) 28.6 | 25.5 | 36.4 43.5 
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Despite the Agency’s efforts, a lack of equity capital remains an important constraint facing 
Atlantic business. The private venture capital industry has limited presence and impact in the 
Atlantic region. A recent study’ for the Agency suggests that relative to the size of the 
economy, the availability of venture capital is less than half that for Ontario and Quebec. 


The Human Resource Development Program introduced by ACOA has been used in only a 
very limited fashion by Atlantic business. Given the importance for competitiveness of 
upgrading existing employees of small business, there is a need to review the factors 
contributing to the lack of use of the Program and perhaps amend the Program to better meet 
the needs of SMEs. 


The Action Program has provided broad-based support to business investment as a means of 
stimulating entrepreneurship. With scarce resources, consideration should be given to 
selective assistance for those activities most essential for competitiveness and growth such as 
the application of technology, marketing and training. 


Evaluation of the Action Program 


Activity to March 1993 


From inception to March 31, 1993, ACOA had supported 10,000 projects, providing over 
$800 million for a total investment of $2.4 billion in the Atlantic region. ACOA was able to 
increase its leverage from 1.7:1 in the first year to 2.3:1 in 1992-1993, meaning that for 
every dollar contributed by the Program, an additional $2.30 was directly invested by the 
private sector. Of the projects assisted, nearly 1,500 were establishments of new businesses 
of which 45% to 50% are estimated to be first-time entrepreneurs. Annex I provides 
additional detail on the type of activity supported and the type of financial assistance 
provided. 


Stimulating the Use of Private Sector Venture Capital Financing in Atlantic Canada - 
Moncton Consulting Services Ltd. - 1991. 
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SUMMARY OF ACTION PROGRAM ACTIVITY SINCE INCEPTION 


Inception (February 1988) to March 31, 1993 


# of projects approved: 10,001 
Authorized assistance: $823.26 million 
Total project cost: $2.4 billion 
Jobs created: 26,089 

Jobs maintained: 31,284 


An evaluation of the Action Program was completed by Price Waterhouse* in 1992, based 
on a comprehensive survey of clients. It recognized that the Program has been the object of 
constant monitoring and adjustments to adapt it to the needs of its target clientele. Specific 
findings for commercial operations include the following: 


Price Waterhouse Findings 
(1) Increased Economic Activity 


Ninety-six percent (96%) of the jobs projected were effectively created at the time of 
the survey, and the actual number of jobs maintained was higher than originally 
forecasted by the applicants. 


The survey reported that over 64% of clients reported increases in sales for their 
firms. Value of sales increases attributed to the Action Program have been estimated 
to fall between $750 million and $950 million annually. A cost-benefit analysis 
demonstrated that for each $1.00 invested through the Action Program, including the 
expenditures on projects which subsequently failed, there were $4.20 in direct and 
indirect benefits, including additional taxes and Unemployment Insurance savings.° 


“Action Program Evaluation Summary Report, Price Waterhouse, November 1992. 


*This estimate of the ratio of benefits in terms of value-added as measured by Gross 
Domestic Product to total investment costs, public and private should not be confused with 
the "leverage" ratio of 2:3:1 (page 21) which measures the direct business investment 
induced by $1 of Action Program expenditure. 
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"If five years ago you had asked me whether our company would be in a new manufacturing 
plant in Canada, have an offshore manufacturing plant in Thailand and be exporting to a 
dozen countries around the world, I would have said "no way". Five years ago, the concept of 
accomplishing what we have done in internationalizing our business was not foreseen. But, we 


did it." 


David Ganong, President 
Ganong Brothers 

St. Stephen, New Brunswick 
Spring, 1992 


(2) Incrementality 


Only 8% of the commercial clients assisted would have been able to proceed as 
planned without the Action Program assistance, 49% would have either been 
postponed or down-sized and 43% would not have proceeded at all. The findings are 
supported by an internal follow-up by ACOA of projects which were denied 
assistance, which demonstrates that only 7% of the refused projects judged to be 
viable proceeded as planned without ACOA’s support, and over half were cancelled. 
These projects were denied assistance solely because the project size exceeded 
$200,000, the maximum eligible for support over the May 1989 - February 1990 
period. 


(3) Level of Success 


Over 80% of the commercial clients surveyed reported that their investment was a 
success. Those who felt they were less successful than anticipated considered the 
prime reason to be the downturn of the economy which negatively impacted their 

earlier projections. 


(4) Client Satisfaction 
Over 85% of clients found it easy to meet ACOA’s request for information in the 


application process. In comparison, in an evaluation of the predecessor IRDP, only 
65% of clients reported finding the application process easy.° 


‘IRDP Evaluation Study Report, Young and Wiltshire, December 1990. 
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Other Evaluation Findings 
(1) Impact on Competitors 


A review of the impact the Action Program had on competitors was made through a 
case study of the assistance provided in the tourism accommodation sector.’ At the 
local level, the individual operators complained of "unfair" competition but their 
regional associations and other representatives of the industry lauded the Program in 
forcing operators to upgrade facilities, making them more competitive on the national 
and international scene. This conclusion supports the Agency’s viewpoint that by 
keeping a healthy level of competition, it strongly encourages Atlantic firms to invest 
and increase their level of productivity, making them more prepared to compete on 
the global market. 


"ACOA has been good for the tourism industry... ACOA has enabled us to improve the 
tourism plant and infrastructure on P.E.I." 


Jim Larkin 
Executive Director 
Tourism Industry Association of P.E.I. 


(2) Non-Profit Organizations 


An internal survey of the non-profit groups assisted showed that almost 80% of the 
non-commercial activity projects would have been cancelled or postponed without 
ACOA’s presence. Over 97% of the non-profit organizations assisted were satisfied 
with the outcome of their project. Benefits from this type of activity are an increase 
or improvement in the quality of business start-ups and in the quality of the 
organization’s services and support to the business community. 


“Impact on Competitors, Fiander-Good Associates Ltd., April 1992. 
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As an example, in Nova Scotia, assistance has been provided to universities to help 
with the operational costs associated with business development centres. The majority 
of these centres are providing top-quality commerce students and, in one case Master 
of Business Administration students, with practical experience with the challenges of 
operating a small business. As well, these centres are assisting the local business 
community by providing low cost, entry-level consulting services to businesses who 
cannot afford professional consultants. Two of the centres are aimed at meeting the 
specific needs of women and francophone entrepreneurs. 


"This funding, which will support the Centre for the next four years, will let us build on our 
successes... It gives us the security to plan ahead, to develop further links with the business 
community, with university faculty and the network of services available to support small 
business. It is only this long-term commitment that makes this possible. We are grateful to 
ACOA, and to the community and business contributors for their support." 


Anne Hope, Director 

St. Mary’s Business Centre 

Saint Mary’s University, Nova Scotia 
1993 
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THE COOPERATION PROGRAM 


Description 


Since 1989, the federal and provincial governments, universities, research institutes and 
private businesses have been teaming up through the COOPERATION Program to reinforce 
Atlantic Canada’s economic foundations. The COOPERATION Program is designed to 
operate in a complementary fashion with the Action Program. As the name implies, the 
COOPERATION Program is about pooling resources and uniting efforts toward a common 
goal - creating the kind of economic climate in which business and industry can grow in 
Atlantic Canada. 


The COOPERATION Program creates conditions necessary so that direct assistance to 
business provided under the Action Program can produce maximum benefits to the economy. 
Federal-provincial agreements have been the primary mechanism used, but direct federal 
initiatives and agreements between the federal government and the private sector have also 
been used. 


The COOPERATION Program is an important coordination vehicle for ACOA. First, 
ACOA involves other federal departments in the negotiation, program development, delivery, 
management and evaluation of federal-provincial agreements. Second, the approach allows 
for the leverage of funds from national programs administered by these departments. 


As of March 31, 1993, there were nine federal departments implementing COOPERATION 
initiatives: ACOA; Agriculture Canada; Communications Canada; Environment Canada; 
Energy Mines and Resources Canada, Fisheries and Oceans Canada; Forestry Canada; 
Industry, Science and Technology Canada; and Transport Canada. Through the 
COOPERATION Program, federal departments build on their normal efforts to support 
regional development priorities with programs that are sensitive to the unique needs of the 
region. 


The federal management of the COOPERATION Program is the responsibility of ACOA. 
The federal management of individual agreements is the responsibility of ACOA in 
conjunction with other federal departments. The federal and provincial governments cost- 
share multi-year agreements which coordinate the numerous economic development efforts of 
the two levels of government. 
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COOPERATION agreements are mechanisms for cultivating the region’s existing assets and 
for producing new strengths. In other words, they enable traditional resource sectors to 
become more modern, productive and competitive, and allow people to seize new 
opportunities. 


COOPERATION activity gives Atlantic Canadians the support services needed to create, 
strengthen and expand economic activity that is competitive on a national and international 
scale. That results in economic advancement and jobs for present and future generations. 


Priorities are decided annually through consultations among federal Ministers, the Minister 
for ACOA, and provincial Premiers. Holding yearly discussions ensures that funds are 
available on a rolling basis for new COOPERATION agreements to be signed each year. 
That places the emphasis firmly on opportunities arising out of changing economic 
conditions. 


Like all ACOA programs, the COOPERATION Program is fundamentally about fostering 
economic growth in the region. But the Program takes an even larger view, by looking at 
the needs of whole sectors. Further, the Program sets directions compatible with the 
requirements for growth unique to each Atlantic province, through the ERDA signed with 
each Province in 1984. By taking the region’s diversity into account, the Program stimulates 
and strengthens differing local economies in ways that best suit the needs of each area’s 
communities. Efforts are made to ensure that the programming is delivered by those with 
closest contact to the client, be it a provincial or federal department, or a private sector 
organization. 


The Agency obtained an end to the moratorium on the ERDAs in December 1987, by 
undertaking to develop a process which would effectively direct federal-provincial activities 
towards the federal priorities for regional development outlined by the government at the 
time of the creation of the Agency. By 1989, ACOA was able to obtain the agreement of 
federal departments and provincial governments that federal-provincial efforts should be 
prioritized, developed and coordinated on agreed areas of priority. These priority areas or 
themes flowed from the Agency’s mission statement and strategic priorities and related to 
entrepreneurship, innovation and technology transfer, marketing and trade development, 
human resource development and the environment. These five strategic areas offer Atlantic 
Canadians the greatest opportunity to become globally competitive and to achieve economic 
renewal. In recognition of the continued importance of competitive resource industries for 
the region, and in particular for rural areas, and the need for improvements to infrastructure, 
three supporting themes of resource competitiveness, rural diversification and strategic 
infrastructure were established. 
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The COOPERATION Program represents a very important funding source for public sector 
economic development initiatives. The relatively weak fiscal capacity of the Atlantic 
provinces severely limits their ability to undertake program spending. 


As of March 31, 1993, a total of 86 COOPERATION initiatives had been signed for a total 
federal contribution of $1.2 billion. Annex II provides a listing of these initiatives. Because 
these initiatives are cost-shared with the Provinces, the overall average being 60:40 federal- 
provincial, total investment amounts to $2 billion. In addition to levering significant 
provincial expenditures, the COOPERATION Program provides a vehicle for enlisting the 
considerable expertise of provincial officials. 


",.. ACOA by and large has been an effective tool for economic development in Prince Edward 
Island... There is always room for additional dollars. We always seem to have, especially over 
the last couple of years, less and less money in the various rounds of agreements that ACOA 
signs on behalf of the federal government with the Provinces, but one of the strongest features 
that ACOA had was that it allowed the decision making process to stay here in the region." 


The Honourable Robert Morrissey 
Minister of Economic Development 
Province of Prince Edward Island 
Transcript from Maritime Noon, 
CBC Radio - Moncton 

November 5, 1993 


Activities 


Newfoundland and Labrador 


The COOPERATION Program in Newfoundland has evolved from an orientation to resource 
sector agreements to more strategic, multi-faceted agreements enhancing the business climate. 
Recent COOPERATION initiatives focus on regional development imperatives in a changing 
economy. For example, the ACOA/Enterprise Network Agreement is establishing an 
electronic network to serve entrepreneurs and community development groups throughout 
rural Newfoundland. The Human Resource Development Agreement signals ACOA’s 
intention to improve attitudes and capabilities towards entrepreneurship, education, science 
and technology. The Strategic Investment and Industrial Development Agreement positions 
the Agency to take a more pro-active role in attracting new investment from outside the 
province, and in commercializing indigenous, high-technology products. 


eee 
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Through the COOPERATION Program, ACOA and the Government of Newfoundland and 
Labrador have been striving to streamline and harmonize programs and delivery mechanisms. 
Both levels of government are seeking to build on emerging strengths in knowledge-based 
industries, while facilitating the adjustment process from a resource-based economy. The 
COOPERATION Program has assisted Newfoundland to develop internationally competitive 
capabilities in both the private and institutional sectors. These strengths centre around 
cultural, geographic and historic capabilities and a variety of marine-related disciplines 
including cold ocean engineering, communications and instrumentation. 


Nova Scotia 


Nova Scotia currently has 14 COOPERATION agreements in place. Activities under these 
agreements cover a wide diversity of activity ranging from infrastructure (Highways and 
Halifax Harbour Clean-up) to resource sectors (Agri-Food, Fisheries, Forestry and Minerals) 
to technology, investment opportunities and tourism. All agreements are designed to 
strengthen, expand and diversify Nova Scotia’s economic base. 


Three of the more recent examples of the COOPERATION Program at work in Nova Scotia 
are: programs under the Industrial Development Opportunities Agreement to attract external 
direct investment; a Sustainable Economic Development Agreement that combines business 
and economic opportunities associated with conservation and protection of the environment; 
and private sector projects that encourage and assist in the development, commercialization 
and marketing of technical products and processes produced by Nova Scotia companies under 
the Technology Development Agreement. 


New Brunswick 


In New Brunswick, the COOPERATION Program allows ACOA to work in close 
cooperation with the Province in a number of areas. There are currently 14 active 
agreements of which five are delivered by ACOA. These agreements allow the governments 
to focus on a diverse range of activities in the primary, secondary and tertiary sectors. 


In the primary sectors, activity has been successful in significantly expanding blueberry 
production in the Acadian Peninsula, as well as in establishing a freezing plant in the area. 
The aquaculture industry has been supported by the construction of a major service centre for 
salmon growers. 
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A major initiative in human resource development is the commitment to finance the 
expansion now underway at the Shippagan Campus of 1’Université de Moncton. Other 
projects include a Distance Education Development Fund to encourage the development of 
software packages for multi-media courses and programs, a Youth Entrepreneurship Program 
to introduce students to entrepreneurship as a career, and the encouragement of women in 
science, engineering and entrepreneurship. 


The COOPERATION Program is also supporting highway improvements, tourism and 
strategic infrastructure such as the industrial infrastructure required for the establishment of a 
textile plant in Northern New Brunswick. 


To foster innovation, assistance has been provided for the establishment of a commercial 
microwave laboratory to conduct R&D activities under contract to mining companies and 
other industrial concerns. As well, the Food Research Centre in Moncton will receive 
assistance for technology transfer initiatives. 


Prince Edward Island 


In Prince Edward Island, the COOPERATION Program supports efforts in agricultural 
development, while minimizing adverse effects on the environment. The Program is also 
contributing to improvements in the province’s biotechnology capabilities with, for example, 
support for research and development into disease-testing techniques for the seed potato 
industry. 


The Program is helping the food and fish-processing sectors to expand and prosper. For 
instance, support is being provided for soybean-roasting capabilities to bring new products on 
line for Island farmers. 


The Program is supporting export marketing by assisting in the creation of a private sector 
trading house to provide international marketing capability to Atlantic businesses. 


The Program is supporting entrepreneurship by, for example, supporting the development of 
an entrepreneurship program for junior and senior high school students and partnering with 
Junior Achievement to bring this entrepreneurship program to rural Island schools. 


Finally, the Program is assisting in attracting investment to the aerospace industry in the 
Summerside area. 
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Evaluation of the COOPERATION Program 


A comprehensive evaluation of the COOPERATION Program is about to be completed by 
the Coopers & Lybrand Consulting Group.* The evaluation concluded that the 
COOPERATION Program has resulted in a more coordinated regional approach to economic 
development and that the process has been improved by the creation of ACOA with its 
mandate to coordinate regional economic development. The evaluation report concludes that: 


"the mechanism of a strong regionally-based federal agency with a mandate to 
coordinate economic development is necessary to address the region’s 
challenges and changing economic circumstances. Federal-provincial relations 
were also stronger as a result of the implementation of the COOPERATION 
Program. Phrases such as ‘more consultation’, ‘better communications’, 
“more cooperation’ and ‘effective negotiation’ were used to describe this 
relationship. There is an increasing emphasis on reducing duplication and 
overlap and improving cooperation by both levels of government, and the 
processes whereby new initiatives are developed and undertaken by the 
COOPERATION program has furthered this effort". 


"Well ACOA has been very effective for us. It has really helped put the other pieces in the 
puzzle when it came to attracting new businesses and so on... 


... One of the things we want to do is to make sure that Ottawa’s objectives through ACOA 
and ours are the same. That we want to help small communities decide their own future and 
we need ways to bring money to them to help them go through that process, setting up their 
community development organizations and doing this process of deciding what works in what 
communities." 


The Honourable Ross Bragg 

Minister of Economic Development, Tourism 
and Culture 

Province of Nova Scotia 

Transcript from Maritime Noon, 

CBC Radio - Moncton 

November 5, 1993 


“COOPERATION Program Evaluation Study Report, Coopers & Lybrand Consulting 
Group (report in progress). 
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The evidence is that the Program is working and is necessary. Private sector clients were 
surveyed concerning the impact of the support and 83% indicated that their project was 
successful in accomplishing their objectives. Clients and officials indicated that the 
incremental impact of the Program is substantial and that there is a need for such a program 
in Atlantic Canada. Of the clients surveyed, who were planning another project within the 
next five to ten years, about 40% of these respondents indicated that they would cancel or 
postpone the project in the absence of funding from the Program. Another 20% suggested 
that the scope, timing or location of their project would be changed. Clients generally gave 
high satisfaction ratings to the service they received from COOPERATION Program delivery 
officials. For example, on a scale of zero to ten, the Program scored 8.6 in terms of client 
satisfaction with overall service. 


Finally, the evaluation found that ACOA’s strategic themes had played an increasingly 
important role in the prioritization of expenditures. In 1989, the themes accounted for 
only 14% of total expenditures. However, by 1995, it is projected that 45% of expenditures, 
based on existing commitments, will be directed to the key themes which include 
entrepreneurship, marketing, innovation and technology transfer, the environment and human 
resource development. This breakdown of expenditures reflects continued support to 
improve the competitiveness of the resource sectors which represent the foundation of the 
Atlantic economy. The evaluation concluded that there is a substantial degree of cooperation 
among federal and provincial line departments. Testifying to this is the fact that the impact 
of the key strategic themes can be seen not only in the development of new agreements 
funded by the COOPERATION Program, but is also strongly visible at the program and 
project levels of individual agreements. Part of the reason for the growing influence of the 
themes is their compatibility with the directions the four provinces are taking in strategic 
economic planning and development. The evaluation found that: 


"by strategically directing expenditures to the key sectors of the regional 
economy, the Program has been able to record an impressive impact on the 
economy of the region, improving competitiveness of the private sector, 
employment and earnings". 


"ACOA has been a key player in the expansion of Prince Edward Island’s infrastructure. We 
are most proud of the diversification and expansion of our food processing sector. The 
challenge facing the ACOA and the provinces is to ensure that we can continue to tailor shared 
funding programs to meet our objectives." 


Former Premier Joe Ghiz 
October 1, 1992 
Charlottetown, Prince Edward Island 
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ADVOCACY 


An increasingly important part of ACOA’s mandate is ensuring that Atlantic Canada’s 
interests are considered in all national economic policy, programs and projects. ACOA’s 
Advocacy initiatives are based on increasing the sensitivity and cooperation among federal 
departments in supporting Atlantic Canada’s economic development. 


In support of its Advocacy role, ACOA has endeavoured to develop a thorough 
understanding of the needs of regional business based on experience with several thousand 
business clients and continued consultations and discussions with the community. For 
example, in Nova Scotia, ACOA has introduced Managers in the Community and Adopt a 
Board of Trade initiatives to encourage regular contact of ACOA officers with the local area 
business to provide information. This also enables ACOA personnel to become aware of the 
issues facing various communities and community members have an appreciation of what 
ACOA is all about. Similar exchanges with the business community are also ongoing in the 
other Atlantic provinces where ACOA Account Managers regularly make themselves 
available to provide professional advice and guidance, while at the same time learn about the 
business community’s needs and requirements. 


"There is no question that ACOA has played a key role in Micronay’s success in the 
Microwave Landing System Program. From the outset, its officials in Ottawa, Moncton, 
Halifax and Sydney have been successful in ensuring that inter-departmental decisions 
appropriately considered the Company’s capabilities. When it would have been easy to dismiss 
Micronav as an out of the way upstart, ACOA was there to insist that the Company be 
seriously considered and provided the opportunity to perform." 


Nicholas E. Coyle, President and CEO 
Micronavy International Inc. 
Sydney, Nova Scotia 


At the national level, ACOA is active across a full range of interdepartmental committees 
dealing with national policies, programs, projects and procurement. It is within these forums 
that ACOA advocates Atlantic interests. While achievements in Advocacy are not always as 
easily measurable as those of financial assistance programs, the gains in changing a policy or 
adapting a program or regulation to meet Atlantic needs can be significant. The following 
are but a few of the examples where ACOA has been active. 
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Procurement 


A strategic focus of the Advocacy effort is found in procurement where ACOA is now 
represented on the federal Procurement Review Committee and the Senior Review Board and 
can participate in the federal government’s purchasing decisions. ACOA personnel, in 
Ottawa and in the regions, are working closely with Atlantic companies with the potential of 
supplying goods or services to federal departments. For 1989-90 to 1991-92, federal 
procurement for all four Atlantic provinces increased significantly, as compared to the three 
years prior to the creation of ACOA. In fiscal year 1991-92 alone, ACOA played an 
important role in bringing over $370 million in incremental federal contracts and associated 
industrial benefits to the region. 


The establishment of COM DEV in Moncton, New Brunswick, is one result of procurement 
efforts. ACOA’s support was crucial in obtaining an $8.5 million Canadian Space Agency 
(CSA) contract to build the Measurement of Pollution in the Troposphere (MOPITT), an 
environment instrument payload for National Aeronautics and Space Administration’s Earth 
Observation System. This represents the first major contract by the CSA to an Atlantic 
Canada-based company. For COM DEV and for Atlantic Canada, the MOPITT contract is a 
major cornerstone and presents a different future for the region. 


"According to the company subsidiary plant’s (COM DEV Atlantic) general manager, 

Joseph Gore, Ph.D., the commercial appeal of the hub city, the terrific selling job of the 
province’s premier and the tremendous support of the Atlantic Canada Opportunities Agency 
(ACOA) are what sold COM DEV’s top brass... he also acknowledges that the firm ‘wouldn’t 
be in this without ACOA’s support’." 


Allantic Lifestyle Business 
Vol. 4, #2, 1993 


Steelcor, of Buchans, Newfoundland, is another Atlantic Canada business that benefited from 
the targeted federal defence procurement efforts of the Agency. Over a two-year period, 
working closely with the ACOA Ottawa office and the ACOA St. John’s regional office, the 
company has won close to $10 million in contracted business. In 1991, Steelcor won 

$2 million in contracts from General Electric on the Canadian Coastal Radar project. 
Another $4 million was also awarded in 1992 by Short Brothers for DND’s Blow Pipe 
Missile project. 
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"As a direct result of Steelcor’s marketing and ACOA’s advocacy we are now carrying out two 
major defense manufacturing contracts that see us exporting to the United States and Europe." 


Sean Power, President 
Steelcor Industries Inc. 
Buchans, Newfoundland 


While maintaining the competitive advantage of existing defence industries, ACOA also has a 
strategic long-term focus by introducing new technologies and building strategic alliances 
among Atlantic industries with larger domestic and international businesses. The result will 
be a competitive industrial base in the Atlantic region that is capable of winning in the global 
economy. 


Pharmaceuticals 


ACOA has advocated strongly with the Pharmaceutical Manufacturers Association of Canada 
and its membership for increased investment by its members in the region. This advocacy 
was undertaken not on the basis of entitlement, but rather on the basis of viable competitive 
opportunities in the region. ACOA successfully focused the interest of the region in 
pharmaceutical opportunities and also raised the interest and regional investment intentions of 
the pharmaceutical industry itself, especially in the area of clinical trials. 


"I believe that there will be a surge of millions of dollars of investments in research because 
we can develop the clinical expertise that is already here in Atlantic Canada. All we need to do 
is marshall our collective expertise across the region and market ourselves in a coherent 
cooperative manner. ACOA has helped us do just that and pharmaceutical activity will 
definitely increase in the region as a direct result of ACOA’s advocacy efforts." 


Dr. Howard Dickson 

Associate Dean of Research and Planning 
Dalhousie Medical School 

Halifax, Nova Scotia 

December 1993 
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Transportation 


In defence of Atlantic Canada’s interests and to encourage a coordinated approach, ACOA 
communicates regularly with key stakeholders in the area of transportation, including 
provincial governments, industry associations, Transport Canada, and multiple corporations, 
commissions and associations. On several occasions, the Agency has advocated the need for 
the National Transportation Agency (NTA) to better represent the specific needs of the 
Atlantic region in areas such as: use of transportation as a regional development tool; better 
coordination of various modes of transportation; better coordination of federal and provincial 
policies and initiatives; the need to define an essential transportation network for Atlantic 
Canada; and better use of funds under the Freight Subsidy Program. Some success has been 
achieved in initiating a review of transportation subsidies and in having Transport Canada 
and the NTA try to define an essential rail network for the Atlantic Canada region. 


Trade 


ACOA, through Foreign Affairs and International Trade Canada negotiators, played a major 
role in formulating Canada’s position within the Uruguay Round of GATT negotiations in 
advocating a carve-out for regional development subsidies. ACOA successfully advocated 
that subsidies for regional development purposes be classified as non-countervailable under 
GATT rules. For the first time in GATT’s history, there is a provision for a subsidy 
definition which places regional development subsidies in the non-countervailable category. 


Advocacy Within the Region 


Advocating Atlantic interests effectively implies that there is a single definition of what is the 
best interest for the Atlantic region. One has to be reminded that the region includes four 
provinces, four distinct governments with some degree of difference in perspective of what is 
best for their respective province, and four distinct economies and industrial make-up. The 
geography and composition of each province’s population also entails a variety of cultural 
and social interests, which influence the outlook each one has of its own economic 
development. 


ACOA is in a unique position to identify priorities and bring the provinces together to work 
in a concerted, coordinated way. ACOA’s role can be illustrated in the tourism sector where 
the Agency advocated strongly for a cooperative, coordinated regional approach to tourism 
marketing. In 1991, the four Atlantic tourism industry associations and ACOA managed to 
attract only two funding partners, the promotion generating some 6,000 inquiries. In 1993, 
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there were 27 partners involved, including the four provincial governments, and the 
campaign identified over 30,000 potential new tourists. Evaluations of the tourism marketing 
program’ have demonstrated that each dollar of advertising returns approximately $6 in 
tourism expenditure in the area. In tandem with the tourism industry, ACOA is working in 
five specific areas: Atlantic region accommodation grading standards; cooperative 
marketing; a central reservation and information system; establishment of an Atlantic forum 
allowing industry and government partners to work together on common tourism 
development goals; and development of regionally-attuned tourism policy positions and a 
better prepared regional tourism industry. 


"Ontario and Quebec represent a substantial segment of the Atlantic Canada tourism market. 
The recognition of this fact by ACOA and its assistance in our marketing program are 
invaluable. For the first time, we will have a measurable campaign to guide our future 


efforts." 


Regina McCarthy 

(Former) Chairman 

Atlantic Canada Tourism Industry Caucus 
Halifax, Nova Scotia 

Spring 1991 


Despite the achievements to date, the Agency has not yet given Advocacy the attention it 
deserves, given that it can potentially have a greater impact than direct financial support. As 
resources become increasingly scarce, it will become important to ensure that federal 
expenditures are making their maximum contribution to regional development. 


*Based on various evaluations of the "Atlantic Canada: A Coast of Difference" 
marketing campaigns conducted by Corporate Research Associates Inc., Price Waterhouse 
and HEAD Research. 
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COORDINATION 


In the earlier years of the Agency, because of the high visibility of the financial assistance 
programs and the significant resources that these consumed, not enough emphasis was put on 
ACOA’s Coordination role. However, as pointed out earlier, a major effort to coordinate 
federal programming is being carried out under the COOPERATION Program and it has met 
with considerable success. Here, the Agency was able to use the incentive of funding to 
achieve program coordination and lever financial investments from other federal departments 
in the region. 


As a newcomer on the Atlantic region economic scene, it was relatively difficult for ACOA 
to assume a leadership role before it had the opportunity to show proof of its ability to 
assume such a leadership. However, the Agency’s early successes under the Action and 
COOPERATION Programs in stimulating business confidence and entrepreneurship, bringing 
in a strategic focus to development activities and improving federal-provincial consultation, 
developed the Agency’s credibility and also gave it a reputation for bringing parties together 
to solve development problems. 


Increasingly, people are looking to ACOA when they look to government for action because 
it is accessible and has a presence in the region. Public opinion surveys undertaken in 1992 
indicated that 77% of people in the region were aware of the Agency and 65% believed 
ACOA was successful in meeting its mandate of long-term economic growth.'® It should be 
noted that these surveys cover the population at large and not only program users, 1.e. those 
who might expect some direct benefits from ACOA. 


With a few years experience in the field and with increasing recognition of its role and 
accomplishments in the region, ACOA became an increasingly important partner to federal 
line departments. It is assuming its Coordination role without assuming other departments’ 
responsibilities. 


'°Omnifacts Research - A Report on Advertising Awareness and Recall, 1993. 
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"In addition, we see great value in having an agency like the Atlantic Canada Opportunities 
Agency, actively pursuing the issues of the Region within the Federal Government. 
A.C.0.A.’s role as a facilitator or catalyst for greater economic cooperation within and 
between key sectors and between the four Atlantic Provinces, its activity in helping to raise the 
awareness and profile in the areas of Entrepreneurship and Human Resource Development, in 


leveraging its resources with those of other public sector organizations, the private sector, and 
the not-for-profit sector, have all provided enhanced value in the Atlantic Region. Value 
which could not be realized from a centralized office in Ottawa." 


Donald G. Newman, Chairman 
Atlantic Provinces Chamber of Commerce 
News Release, October 29, 1993 


The crunch created by the significant reduction of federal resources and the critical situation 
created by major structural changes in the Atlantic economic base has increased the 
importance of the Agency’s Coordination role. All forces have to be brought together to 
address the fisheries crisis, the decreasing importance of the resource-based industries and 
the need to live in an increasingly competitive and knowledge-based environment. The world 
is changing rapidly and all of Canada’s regions will have to adapt and put all their forces and 
resources together to meet the challenge. 


At the regional level, such a regrouping of resources and energies has taken place and 
continues to take place. ACOA is not only a partner, but is increasingly taking a 
Coordination role because of its wider perspective of the region’s economy and its 
recognized experience in a multiplicity of business and economy-related areas. In other 
words, ACOA as a "generalist" Agency can more effectively bring together a number of 
"specialized" line departments to search for common areas of development. The ability to 
bring forces together to solve regional problems will be more effective and less costly than if 
each department goes solo, duplicates or even unknowingly works at cross-purposes from 
each other’s initiatives. 


Regional Councils 


Throughout Atlantic Canada, ACOA coordinates interdepartmental regional councils 
comprised of senior federal officials from throughout the region to share information and to 
coordinate federal departments’ actions on key issues (such as the development of 
megaprojects) where decisions will affect the economy of the region. 
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Summerside 


"In reviewing the Summerside experience there seemed to be one consistent observation and 
that was that ACOA was the vehicle that made things happen." 


John Cameron 
Independent Consultant 


The Coordination or leadership role of ACOA is exemplified by the central role the Agency 
assumed in the development of Summerside following the base closure, which meant a 
critical loss of employment and revenue for the Province of Prince Edward Island. ACOA 
worked very closely with federal departments and the Province and was instrumental in 
having the base turned over to the private sector and in the development of the Summerside 
Aerospace Centre. Two firms are now located at the centre, specializing in aircraft repair 
and overhaul. Employment and Immigration Canada participated in the initiative by 
providing the necessary training. 


The location of the Summerside Fiscal Centre, the expansion of the food processing industry 
and other private sector initiatives are the result of this collaborative effort which has done 
much to aid the area’s economy and to bring back hope and new employment opportunities 
to the people of Summerside. 


"The relationship with ACOA has been nothing but good... The ACOA people have always 
been very accessible, and we’ve nothing but a spirit of cooperation with ACOA. We wouldn’t 
be here if it wasn’t for that." 


Mike Everett, General Manager 
Atlantic Turbines Lid. 
Summerside, Prince Edward Island 
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Fisheries 


With the current crisis shaking the fisheries industry, the need for a major restructuring of 
Atlantic Canada’s economy is recognized by the industry, the workers and governments. 
Again, ACOA is being called on to play a central role in planning alternative employment 
opportunities and in bringing together and coordinating other federal departments’ efforts to 
build a new, less dependent economic future for the region. 


Canada Business Service Centres 


The evaluation of the Action Program found a very large number of federal and provincial 
business assistance programs with similar objectives and clientele. The evaluation of the 
COOPERATION Program reported that provincial officials and some federal officials 
perceived overlap of programs to be a problem."! As an example, there are about 150 
programs of support to business in Newfoundland. The numbers are similar for the other 
provinces. Each program has its own set of eligibility criteria that define the clients, sector, 
funding levels, program timing and eligible activities. Taken together, these factors restrict 
the access to programs available to a client and add to the complexity of support. The 
number of programs adds to the amount of bureaucracy needed to administer them and to 
keep them current in order to provide accurate advice to clients. 


There is also a proliferation of delivery organizations helping clients, including federal 
departments, provincial governments, universities, municipal industrial commissions, 
Community Futures Associations and business associations. 


It has long been realized that better coordination can improve the effectiveness of the 
process. Another example of the central Coordination role of the Agency and of its 
recognition as a major player is the responsibility given to ACOA to coordinate the 
development of Canada Business Service Centres in the Atlantic provinces. The first centre, 
developed as a pilot project, is now in operation in Halifax. It brings to the same location as 
many as 15 federal departments or agencies offering a variety of services, programs and 
information of importance to the business community. The centre also benefits from 
provincial participation. 


11CQOPERATION Program Evaluation Study Report, Coopers & Lybrand Consulting 
Group (report in progress). 
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As the lead department in Atlantic Canada for providing assistance to small and medium- 
sized business, ACOA has a major opportunity to encourage the streamlining of government 
services and assistance to business. 


Memorandum of Understanding with the National Research Council 


ACOA and NRC have complementary mandates in the areas of innovation and technology for 
Atlantic Canada. In order to more effectively deliver their programs, an MOU was signed in 
December 1991 to work together on innovation project applications from the private sector. 
Under this arrangement, ACOA has access to NRC’s technical expertise for the development 
and evaluation of innovation applications, and NRC has access to ACOA’Ss expertise in the 
financial aspects of evaluation. This arrangement has fostered a more efficient use of human 
resources and a more coordinated use of program funds. 


Federal-Provincial Coordination 


ACOA places a priority on ongoing consultation and discussions with provincial 
governments. For example, in New Brunswick, a Federal-Provincial Coordination 
Committee meets every month to discuss strategic projects and issues relative to economic 
development. Similar initiatives exist in the other provinces. 
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SPECIAL PROGRAMS 


Fisheries Alternatives Program 


In November 1990, ACOA was given the responsibility to implement a $90-million 
(increased to $115 million in 1993) Fisheries Alternatives Program (FAP) which is the only 
element of the $584 million Atlantic Fisheries Adjustment Program specifically designed to 
help diversify the economies of rural fishery-dependent communities and to provide alternate 
employment opportunities to workers displaced by the downturn in the fishery. With broader 
sectoral eligibility and more generous assistance than the Action Program, plus the placement 
of community development officers in strategic areas, FAP targets those communities 
affected by the downturn in the fishery. 


In Newfoundland where the adjustment was the most necessary, FAP has encouraged 
entrepreneurial activity. At March 31, 1993, the Program had assisted 748 projects of which 
a large proportion (38%) were in the manufacturing sector. The great majority (86%) were 
small projects of less than $200,000. 


As an example, in the remote Labrador community of Rigolet, the Program has helped a 
local entrepreneur to build the community’s only inn. With financial backing from FAP and 
other funds coordinated partly by ACOA staff members who helped him cut through red 
tape, Max Blake saw his dream of a seven-bedroom country inn rise from the ground during 
the summer of 1992. 


FISHERIES ALTERNATIVES PROGRAM STATISTICS 
SUMMARY OF FAP ACTIVITY SINCE INCEPTION 


Inception (November 1990) to March 31, 1993 


# of projects approved: 748 
Authorized assistance: $61.86 million 
Total project cost: $147.7 million 
Jobs created: 2,153 

Jobs maintained: 1,516 
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Pan-Atlantic Development Activity 


The Pan-Atlantic Development Activity was introduced in December 1992 as a follow-up to 
the 1991 consultations where regional decision-makers and businesspeople pointed out the 
need for ACOA to develop a greater awareness of common interest in Atlantic Canada and 
of the strengths to be found by marketing the region collectively. Two initiatives have been 
introduced: 


lie The Entrepreneurship Development Program to implement the Agency’s 
entrepreneurship development priority on a region-wide basis. 


2s The Economic Coordination and Integration Program to promote economic growth 
by coordinating federal economic development activities and opportunities that are 
pan-Atlantic in nature. 


The Maritime provinces (and in some cases, Newfoundland as well) have adopted an agenda 
for regional cooperation in a number of areas, including tourism development, trade 
development, technology, transportation, infrastructure and resource sector development. 


The Atlantic region is in the forefront in developing common actions to eliminate trade 
barriers and develop joint procurement policies. ACOA, as the only federal economic 
development department in Atlantic Canada with a region-wide mandate, has a unique 

opportunity to encourage integrated development on the regional level. 
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REGIONAL DISPARITY 


Since the creation of ACOA, Canadian regional economic development policy has focused on 
the objective of maximizing opportunities for growth in each of Canada’s regions based on 
competitive strengths and with special emphasis on those regions with the most severe 
problems. Regional development expenditures are made to support opportunities in every 
province. 


Because the bulk of federal spending has been directed towards supporting existing standards 
of living (e.g., unemployment insurance, equalization payments) rather than promoting new 
wealth and opportunity, regional development spending accounts for only a small fraction of 
total federal government spending. This fraction is less than 3% in 1992-93 in the Atlantic 
region. Thus, the resources directed to regional development are extremely small in relation 
to the problem. For example, average regional development expenditures over the period 
1989-90 to 1993-94 (Exhibit 3.1) of just over $400 million were little more than 1% of the 
total annual value of the Atlantic provinces’ economy. 


Exhibit 3.1 


REGIONAL DEVELOPMENT PROGRAM SPENDING * 
Atlantic Region 
1979/80 to 1993/94** 
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1979/80- 1983/84 1984/85-1988/89 1989/90 -1983/94 


*1993/94 figures are forecasts. 
**Includes ACOA funds utilized (Table |) plus highways 
expenditures and industrial incentives through Industry Canada. 
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Substantial portions of regional development expenditures in the Atlantic region are directed 
toward improving the foundations and climate for economic growth (e.g., spending on 
highway infrastructure or on improvements to the region’s educational infrastructure). These 
expenditures cannot be expected to produce significant benefits in the short to medium term. 
The Atlantic economy has experienced a double blow in the last three years. First, the 
region is experiencing severe structural adjustment with, for example, the virtual closure of 
the groundfish fishery, the closure of Canadian Forces bases, and restructuring and closures 
in the pulp and paper and mining industries, resulting in the loss of thousands of jobs. 
Second is the effects of the recession. Traditionally, the Atlantic region lags behind the rest 
of the country in recovering from recessions. Unemployment remains high across the 
country in what has been termed the "jobless" recovery and is especially severe in the 
Atlantic region. 


In terms of the growth in real GDP, the Atlantic region has kept pace with the nation over 
the 1987-1992 period (Exhibit 3.2). In terms of real GDP per capita, the disparity gap was 
reduced somewhat. In 1992, real GDP per capita in the Atlantic region was 75.4% of the 
national level, up from 71.6% in 1987. 


Exhibit 3.2 
REAL GROSS DOMESTIC PRODUCT 
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Source: Conference Board and Statistics Canada 
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Over the 1987-92 period, the population growth in the region was less than for Canada as a 
whole. Net migration out of the region totalled almost 27,000 over the 1986-91 period, 
continuing a trend which has seen almost 250,000 people, a total equal to more than 10% of 
the current population, migrate from the region in the last 30 years.'? In Newfoundland, 
over 20% of the current population has migrated in the last 30 years. The migrants tend to 
be younger and better educated than the average member of the labour force. 


Employment growth over the 1987-1992 period averaged 1% in the Atlantic provinces, 
identical to the rate of growth for Canada as a whole (Exhibit 3.3). The unemployment rate 
averaged 14.9% in 1992, as compared to a national rate of 11.3%. The "gap" of 3.6 
percentage points between the Canadian and Atlantic unemployment rates is the lowest it has 
been in 10 years. 


Exhibit 3.3 
EMPLOYMENT 


Atlantic Canada and Canada 
1987 to 1992 
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Source: Statistics Canada 


Source: Statistics Canada, Census. 
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ECONOMIC IMPACT OF THE COOPERATION AND ACTION PROGRAMS 


The evaluations of the COOPERATION and Action Programs by Coopers & Lybrand and 
Price Waterhouse, respectively, provide estimates of the extent to which these activities have 
contributed to the growth of economic activity in the Atlantic region. Together, these two 
activities have accounted for over 85% of Agency expenditures, over the 1987-88 to 1992-93 
period. 


The evaluations estimate the direct impact of program expenditures on employment or value- 
added using, primarily, follow-up surveys of clients. The Conference Board’s econometric 
model of the Atlantic economy is then used to translate these direct impacts into the total 
impact on the economy, taking into account things such as impacts on suppliers and the 
spending of wages. 


It is important to note two features of the estimates. First, the estimates include only those 
impacts from investment which would not have occurred without the programs. For the 
Action Program, for example, the only impacts included are for the 43% of clients who 
would have cancelled their project if no support had been provided. Second, the estimates 
are additional to the impact resulting from an equivalent expenditure on transfers to persons 
(e.g., expenditures such as unemployment insurance). In the absence of ACOA expenditures 
to support productive investment and long-term employment, this type of support to the 
unemployed in the region would probably have been required. Therefore, the estimates 
isolate the net benefits of regional development spending over spending made just to maintain 
living standards. 


Overall, it is felt that the estimates of economic benefit are balanced and realistic. It has not 
been possible to quantify any negative impacts on competitors of assisted businesses. 
However, assessment practices are in place to ensure that this impact is at the minimum 
consistent with the Agency’s effort to foster overall competitiveness. Any impact is offset by 
the fact that no benefits have been assigned to those projects which would have been delayed 
(25% of total) or downsized (24% of total) without ACOA’s assistance. Based on what is 
known about the lifecycle of small business, additional ACOA supported businesses will fail 
with time, but this is offset by the fact that no allowance has been made for a significant 
number of cases where the assets are put back into productive use without further Agency 
support. 
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Looking at the impact on GDP (Exhibit 3.4), by 1992 it is estimated that GDP is $1.4 billion 
higher annually in constant 1986 dollars than it would have been if equivalent expenditures 
had been spent on unemployment insurance.'? Total Atlantic GDP is approximately 

$2.2 billion, above the 1987 level. The Agency’s programs have made important 
contributions to overall economic growth. In fact, the Agency’s activity has accounted for 
about 85% of the narrowing in the disparity gap; as without this activity, the gap in GDP per 
capita would have narrowed only marginally from 71.6% of the Canadian average in 1987, 
to 72.2% in 1992. The Agency’s activities have been especially important over the last two 
years, as overall growth has flattened out with the impact of the recession and restructuring 
in certain major sectors. What is more, the productive investments supported by the 
Agency’s programs result in long-term impact, with the addition to GDP peaking at 

$2.1 billion in 1997 without further expenditures beyond current commitments. 


Exhibit 3.4 


IMPACT ON GROSS DOMESTIC PRODUCT (GDP) 
ACTION and COOPERATION Programs vs. 
TOTAL INCREASE IN GDP (1986 $) 
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* Total increase over 1987 (GDP); 1983 and 1994 are forecast from Conference Board of Canada. 
** impact ACTION and COOPERATION aver 19987. 


AS one example, employment in businesses supported by the programs continues long after 
the front-end government support for the life of the production equipment. As another 
example, benefits from highway construction continue for the 20 to 25-year life of the 
improvement. 


Based on evaluations by Price Waterhouse and Coopers & Lybrand. 


a ay 
ACOA Five-Year Report to Parliament 49 


CHAPTER THREE 


The two programs have also had a significant impact on employment creation in the region. 
As shown in Exhibit 3.5, the additional employment resulting from program expenditures is 
42,000 by 1992 and will peak at about 64,000 by 1998.'* Additional employment from the 
COOPERATION Program is 31,000 and from the Action Program is 33,000. The 
unemployment rate is 1% lower in 1992 than it would have been without the Agency’s 
activity. As with GDP, the impact of the Agency’s activities has become especially 
important for employment creation in the last two years, as the Atlantic economy has 
suffered from severe adjustment crises in major industries. Agency activity has been 
responsible for significant job gains in expanding and newly-established companies. 
However, job losses, due to the recession and restructuring of the resource sectors, have 
largely offset gains in the last two years. For example, layoffs and closures among major 
employers alone total approximately 35,000 jobs over the last two years. Net employment 
growth has fallen short of what is required for the economy to achieve its potential and 
employ the available labour force. 


Exhibit 3.5 


IMPACT ON EMPLOYMENT 
ACTION and COOPERATION Programs 
Total Employment Increase 1989-1999 
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1¢*) - Employment Impact - Action and COOPERATION over 1987 


‘Based on evaluations by Price Waterhouse and Coopers & Lybrand. 
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As shown in Exhibit 3.6, additional annual tax receipts resulting from the increased 
economic activity reached a level of $240 million in 1992, as compared to program 
expenditures of $290 million.’ Tax receipts will reach $600 million in 1999 without 
further expenditures beyond current commitments. Over the 1987-1999 period, total tax 
revenues are forecasted at $3.8 billion compared to $2.0 billion in expenditures. 
Expenditures are only those made or projected to result from commitments as of 

March 31, 1993, and as such, do not include commitments that the Agency has made or will 
make beyond that date. Note that tax revenues are total federal and provincial taxes 
excluding corporate income taxes and that expenditures include both federal and provincial 
spending. 


Exhibit 3.6 


TAX REVENUES RESULTING FROM PROGRAM EXPENDITURES 
ACTION and COOPERATION Programs 
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Based on evaluations by Price Waterhouse and Coopers & Lybrand. 
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DEVELOPMENT IMPACTS - EXAMPLES FROM ECONOMIC SECTORS 


Perhaps the best appreciation of the total impact of Agency activities on the economic 
development of the region is obtained by looking at a few of the economic sectors where 
ACOA has made major investments. As outlined earlier, the present direction of regional 
policy goes beyond a concern with disparities to measures aimed at assisting the regions to 
attain their potential by removing structural barriers to growth. In the examples that follow, 
the economic impacts are described, as well as examples of how ACOA leadership, advocacy 
and support have encouraged the private sector to develop alliances and partnerships to take 
charge of its own development and lessen reliance on government support. Alliances to 
share information and expertise can overcome the disadvantages a regional business faces 
because of the low density of population and remoteness from major markets and suppliers. 
In addition, there are examples of how the Agency’s support is becoming increasingly 
focused on the strategic priorities for success in the global economy, such as marketing and 
the application of technology. These examples also show how the Agency’s support has 
strengthened the economic activity in specific geographical regions. 


e Tourism - Cape Breton 


The difficulties of the recession have not spared the tourism sector on any basis, locally, 
provincially or nationally. However, the demands of tough economic times have forced 
those involved in the tourism industry to assess, focus and meet some new challenges. There 
has been an increased willingness by local owners and operators to work collaboratively on 
more cooperative projects than ever before. 


Cape Breton’s tourism industry has weathered the recession reasonably well and has proven 
to be an area for growth potential. As of the 1992 season, tourism accounts for the 
equivalent of 3,900 full-time jobs and $160 million in revenue. The tourism industry in 
Cape Breton has shown strong growth in the last two years, outperforming the industry both 
at the provincial and national levels. 


This sustained growth in the tourism sector has been accomplished through a concerted effort 
by the private sector and government agencies such as ACOA and Enterprise Cape Breton 
Corporation (ECBC). Over the past five years, ACOA has provided $7.3 million in 
contribution assistance, as well as $1.2 million in loan insurance for projects undertaken 
throughout Cape Breton. This funding has levered $13.9 million in private sector investment 
and has created and/or maintained over 350 jobs, representing a 10% growth in the region’s 
tourism employment. 
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The major emphasis of ACOA’s contribution has been the modernization and upgrading of 

tourist facilities throughout Cape Breton Island in order to improve their competitiveness. In 
addition, there has been a focus on marketing initiatives. These efforts have increased 
awareness of the Cape Breton product and have translated into increased enquiries and tourist 
visits. Enquiries are on the rise and, in fact, have doubled over the last year. 


"I believe, as do many of my colleagues in the tourism industry, that the presence of ACOA on 
Cape Breton Island has had a very positive effect. They have helped us grow in our industry and 
in our business. We have been able to expand our business as you have helped expand our 
markets. ACOA has given us the opportunity to better compete in this more complex 


marketplace." 


Robert Wambolt, President 
Cape Breton Tourist Association 


e Nova Scotia Software Industry 


ACOA has been a major factor in the growth of the Nova Scotia software industry. The 
Agency’s support focused on innovation projects by companies to develop new software 
products and support for marketing. About $18 million in assistance has gone to 100 firms. 
The industry has recorded rapid growth in the past few years. Currently, the industry 
produces revenues of $60 million annually from software development, about half of total 
revenues of $120 million, and employs up to 900 people.’® Software is a product that can 
be readily sold in any geographic market by a company located anywhere in the world. 
More than half of the companies generate sales in export markets. 


"The ‘heady’ success that we are starting to enjoy has been the direct result of focusing on 
sales and marketing. To this extent, ACOA has been extremely helpful and lent us money ata 
time when we simply could not afford to even attempt the marketing program that we needed to 


boost sales." 


Ralph Barhydt, President and CEO 
TGS Systems 

Halifax Daily News 

September 24, 1993 


‘ 16Nova Scotia Software Industry Study, Lawrence & Milley Consultants Inc., 1993. 
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Recognizing that small companies in the industry could gain considerable leverage by pooling 
their resources, ACOA and the Province of Nova Scotia are partnering with the Software 
Industry Association of Nova Scotia (SIANS) under the Canada-Nova Scotia Technology 
Development COOPERATION Agreement. The SIANS will be implementing a growth 
strategy for the industry, focusing on promoting more effective marketing in order to 
increase sales in export markets. Marketing knowledge, expertise and marketing 
management have been identified by the industry as the critical factors for success. SIANS 
will concentrate on developing linkages and alliances to promote the transfer of information 
and expertise. 


"Your comments were interesting, timely and appreciated. I feel our membership, and the 
industry in general, has benefited significantly from the support provided by ACOA. Your 
commitment of continued support is encouraging." 


John D. MacCulloch 

Executive Director 

Software Industry Association of Nova Scotia 
September 1, 1992 


e Biotechnology - Prince Edward Island 


In the past few years, an industry has emerged built around health systems for the 
aquaculture industry and diagnostic health-testing kits and systems for hospital and medical 
use. The majority of industry sales are to export markets. 


ACOA has played a major role in the development of the industry through direct support to 
business for product development and marketing. In addition, the Agency has worked with 
partners to develop expertise to support companies. For example, support has been provided 
to the P.E.I. Food Technology Centre. The Atlantic Veterinary College, an initiative of the 
Council of Maritime Premiers, and Agriculture Canada’s new pathology laboratory complete 
the complex of support services. The important companies in the industry are now well 
established in international markets. The products and expertise developed in serving the 
region’s growing aquaculture industry provide an important competitive advantage in serving 
the growing world market for disease-prevention products. 
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"We've been expanding our business for a number of years and ACOA has been receptive to 
our needs and a partner in our success. We certainly have appreciated their support through 
the years." 


Regis Duffy, Owner 
Diagnostic Chemicals Ltd. 
West Royalty, Prince Edward Island 


e Softwood Sawmill Industry - Nova Scotia 


Following a shipment of lumber from Canada infested with pinewood nematode in 1990, the 
European Commission (EC) announced a ban on all imported lumber effective January 1, 
1993. The only exception was to be lumber which had been kiln-dried or heat-treated. The 
proposed EC ban represented a serious threat to the Nova Scotia industry, as close to 25% of 
production is exported to Europe. Most mills are located in rural areas where there are very 
few employment alternatives. 


Since 1990, ACOA, in line with the national forest policy, has provided assistance to several 
mills to acquire dry-kiln facilities. ACOA support has been a key factor in the mills’ 
investment decisions, given the estimated average cost per kiln of $600,000. As a result, 
kiln-drying capacity has reached 33% of lumber capacity, up from 5% only five years ago. 
ACOA assistance has enabled the industry to retain its export markets, maintaining the 
approximately 500 export dependant jobs in this 1,500 to 2,000 jobs industry, and up to 

$35 million in export sales. 


e Salmon Aquaculture - New Brunswick 


There are few better examples of the benefits to be obtained from government risk-sharing 
with the private sector than aquaculture, a business where the risks are high but where 
success can lead to significant economic benefits. ACOA’s support to New Brunswick’s 
salmon aquaculture entrepreneurs has been crucial to the growth of the industry. Start-up 
risks are high because of the dangers of crop losses from disease. Working capital needs are 
large because at least 18 months is required for the first crop. Marketing is also high-risk, 
as 75%-80% of the product is exported. Conventional commercial lenders cannot provide all 
the financing required. ACOA’s approach has recognized that industry viability depends on 
the balanced growth of all major inputs. Through its Action and COOPERATION 
Programs, ACOA has provided some $17 million of a total of $20 million in total 
government support to grow-out sites (approximately $6 million), processors, feed producers, 
cage and net manufacturers, hatcheries, and research and technology transfer facilities. 
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The salmon aquaculture industry has grown from one farm in 1978 to over 60 sites with a 
total landed value exceeding $100 million annually. There are about 500 people directly 
employed in farming operations and approximately 1,000 employed in spin-off industries 
such as fish feed production, fish processing, cage and net production and health and 
diagnostic services. The industry also benefits from excellent research and technology 
transfer facilities, including the St. Andrews biotechnology research centre of Fisheries and 
Oceans Canada, the Huntsman Marine Science Centre, the Atlantic Salmon Federation and 
the Atlantic Salmon Demonstration and Development Farm run by the New Brunswick 
Salmon Growers Association and the New Brunswick Research and Productivity Council. 


The industry is rapidly developing a critical mass of players which is taking charge of its 
own development. In addition to research facilities and small family-run businesses, there 
are a number of large operations backed by multinational owners who bring expertise and 
financing to the industry. The Agency has learned from the experience on Canada’s west 
coast and Norway where many large projects have failed. As a result, ACOA has favoured 
modest and prudent investment with the average assistance to farms being less than 
$100,000. The industry’s financial record has been exceptional with no reported failures 
among farmers to date. 


There is considerable potential for an increase in salmon production based on the strengths of 
the industry in terms of high-product quality, competitive production costs and access to 
technical knowledge, as well as proximity to the large eastern U.S. market. 


"The aquaculture industry has given a great boost to this area. There’s a tremendous amount 
of employment created, and even though we’ve gone through a recession, there’s a feeling of 
optimism here." 


Vance Craig, Former Mayor 
St. George, New Brunswick 
Globe and Mail, Report on Business, August 1993 


"We probably have the most stable and profitable aquaculture business in North America. It’s 
well developed because it was well planned by industry and the federal and provincial agencies 
and we have good farmers." 


Bill Thompson, General Manager 
New Brunswick Salmon Growers Association 
Globe and Mail, Report on Business, August 1993 
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e Food Processing - Prince Edward Island 


Since 1990, ACOA and the Province of Prince Edward Island have levered about 

$100 million of investment in the province’s potato processing industry with a $30 million 
investment in waste treatment facilities cost-shared 70/30, ACOA- Province of P.E.I., under 
the ERDA and COOPERATION agreements. The waste treatment facilities are owned by a 
provincial Crown agency and 100% of the operating costs of the facilities are paid for by the 
industry. This investment has enabled the establishment and expansion of world-class 
facilities on P.E.I. Exports account for about 95% of production. Employment has 
increased by approximately 40% to total over 900 persons. This investment and growth have 
added value to exported production and have profoundly changed the face of the potato 
industry in P.E.I. The portion of the potato acreage going to processing has increased by 
about 50% to 24,000 acres and the potential exists for a doubling to 32,000 acres of the 
80,000 total potato acreage. The Fixed Link will lower transportation costs and help 
improve the competitive position and growth potential of the industry. 


e Growth of High Technology Firms - Newfoundland 


The emergence and growth of high technology firms in the St. John’s area are excellent 
examples of how ACOA has used all its program tools in partnership with the private sector 
to help capture growth opportunities. Agency support has been directed to the priorities of 
marketing and technology development and transfer. The growth in the high technology 
sector originated with the development of technology to exploit Newfoundland’s competitive 
strengths in the area of ocean industries. 


An important source of funding for the necessary infrastructure to support the private sector 
is the $300 million Canada-Newfoundland Offshore Development Fund. In excess of 

$100 million has been invested in infrastructure that includes wave generation, centrifuge 
modelling and marine simulation training. ACOA, through its Advocacy and Coordination 
roles, has been instrumental in bringing the resources of other government departments, 
notably, Natural Resources Canada, the Natural Sciences and Engineering Research Council 
and the National Research Council (NRC), to the support of the high technology sector. One 
example is the funding of the NRC’s wave generator in St. John’s. NRC’s facility was 
successful in its bid to perform large-scale model testing for the Hibernia gravity base 
structure. In addition, the facility was awarded a contract in excess of $350,000 to perform 
subsidence tests on Phillips Petroleum EKOFISK field in the Norwegian sector of the North 
Sea. 


Again through its Advocacy role, ACOA has worked to ensure that the Hibernia project 
results in a maximum of benefits to the high technology sector. An emphasis has been 
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placed on supporting firms in marketing to the global market. The Newfoundland Ocean 
Industries Association (NOIA), a group of over 300 companies, has received support from 
ACOA to assist its members to capture business opportunities in the ocean industries and, in 
particular, the oil and gas industry. Forty percent of NOIA’s member companies are 
involved in high technology export sales. In partnership with ACOA, NOIA has pursued the 
maximization of offshore benefits to Atlantic Canada by co-sponsoring, along with Hibernia 
Management and Development Company, a series of information seminars in Atlantic 
Canada outlining offshore opportunities available to local firms. 


ACOA has been the catalyst for the establishment of high technology firms, as well as for 
institutional infrastructure to support and complement this growth area. In order to obtain 
maximum leverage from investments, the Agency has encouraged strategic alliances and joint 
ventures with foreign partners to provide access to expertise, financing and markets. 


One example is Glamox Canada Limited, formed in August 1991 as a joint venture with 
Glamox A/S of Norway (49%) and Mike Palmer of St. John’s (51%). Glamox Canada 
Limited owns the marketing and manufacturing rights to all Glamox lighting products sold in 
North America. Glamox Canada Limited has a manufacturing operation in Trepassey, an 
engineering design and sales office in St. John’s and has 30 employees. 


Ultimateast Data Communications Limited was established in 1986 by the two original 
employees to provide communication products and services to the marine industry. 
Ultimateast and its sister company, Sea Link Limited (formed in 1987), have since 
experienced a significant increase in sales and have grown to about 55 employees, most of 
whom are very highly skilled. Ultimateast and Sea Link provide sales and service to 
countries all over the world and a significant amount of their revenues are derived from 
export sales. 


Ultimateast Data Communications Limited has developed a number of satellite and ground 
wave communications products. Ultimateast Data Communications Limited and Sea Link 
Limited have signed international agreements with strategic partners that positioned them to 
enjoy significant growth in the future. 


Major support on the institutional front has included, in partnership with Communications 
Canada, funding to the Canadian Centre for Marine Communications (CCMC), resulting in 
the creation of some 15 positions. CCMC makes state-of-the-art communications expertise 
and equipment facilities available to its member companies and also acts as a liaison in 
assisting its member companies in accessing the communications services of federal 
government departments. 
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Also, Seabright Corporation Limited has received ACOA funding which allowed for the 
creation of some 10 positions. Seabright’s mandate is to transfer the technology developed at 
Memorial University of Newfoundland to industrial sectors and to commercialize university- 
based research through licensing arrangements, technology transfer agreements and the 
formation of new companies. 


"We are pleased that ACOA has recognized the potential our company has in the international 
marketplace. The Agency has been of assistance to us in the past and our current success in 
some measure is due to their support.” 


Derrick Rowe, President 
Neweast Technologies Inc. 
St. John’s, Newfoundland 


e Information Technology Industry - New Brunswick 


The information technology sector includes companies that design and manufacture 
telecommunications and microelectronic equipment, computers and software, and that provide 
computer and telecommunication services. In New Brunswick, the information technology 
sector is also complemented by a strong engineering consulting sector, and indeed many of 
the information technology companies have spun off from these firms. ACOA has strongly 
supported the information technology and engineering consulting sectors by providing about 
$70 million of assistance to 240 firms, most of them being small firms with a highly 
educated labour force, which have created and maintained approximately 1,000 jobs. The 
total investment by the industry has been $170 million. Sales generated from assisted firms 
are estimated at $146.7 million domestic and $36.4 million in export sales. 


New Brunswick has leading-edge telecommunication technology and a core of sophisticated 
data processing companies. Products and services from New Brunswick information 
technology are found in telecommunications, nuclear and geographical information systems; 
courseware products such as computer-based training; artificial intelligence applications, and 
services in data processing and long-distance education. The bilingual character of the 
province has also generated computer-based translation capacity supported by a strong 
linguistic department at Université de Moncton. These products and services are marketed 
internationally and contribute to replace part of Atlantic Canada’s declining commodity 
exports. In software alone, New Brunswick firms had a revenue of about $167.5 million in 
1992. 
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The industry benefits from a highly developed network of research and development centres 
of excellence, many of which have been supported by ACOA. These include the 

New Brunswick Research and Productivity Council, Artificial Intelligence Laboratory, 
Geosciences Information Systems Laboratory, CADMI Microelectronics, Ocean Mapping 
Group, and the New Brunswick universities and community colleges research facilities and 
training programs. 


"ACOA’s advocacy activities on Datacor’s behalf have been key to Datacor’s success in 
winning a major $20 million, five-year computer processing contract in 1991." 


J. R. Percy, (Former) President and CEO 
Datacor Atlantic Inc. 
Moncton, New Brunswick 


BUILDING FOUNDATIONS FOR GROWTH 


The impact of the Agency’s activities cannot be measured only in terms of increased income 
and employment. Much of ACOA’s support is directed towards putting in place the 
infrastructure or tools necessary for people to build economic activity. This is especially true 
in rural areas where access to business information and expertise is limited. 


e The ACOA/Enterprise Network 


The ACOA/Enterprise Network is a $7.1 million information technology project funded 
under the COOPERATION Program, in partnership with the Enterprise Newfoundland and 
Labrador Corporation. It was originally conceived and designed to stimulate 
entrepreneurship in rural areas by providing information through six regional telecentres to 
assist in identifying and developing business opportunities. Its success has enabled it to 
branch out from providing access to business information databases to a number of other 
services. For example, the Network is mounting an "Ask the Expert" service which will 
enable clients to consult experts who have agreed to donate their time. The Network has 
initiated a technology alliance project, linking technology companies in Newfoundland with 
national research institutes in Ottawa and Montreal. 


Exposure to the ACOA/Enterprise Network services has paid off in the development of 
business opportunities in the information technology industry. For example, the Network’s 
first private user, a Labrador company, has recently signed a contract to develop software. 
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A private digitizing service has been established at Milltown, Bay d’Espoir, employing over 
20 people and serving export markets. Several other projects are in development. 


A good example of the partnering which characterizes the ACOA/Enterprise Network is an 
agreement by which the Newfoundland Department of Social Services pays the salary costs 
of social services recipients while they learn to become information assistants. 


The ACOA/Enterprise Network is a model of how information technology can be 
popularized and managed in a rural context. Targeting an audience almost 100% computer 
illiterate to begin with, the Network has succeeded, in just three years, in generating a client 
base of 350 full network users and 1,000 users connected by mail link. A survey of clients 
indicates that the ACOA/Enterprise Network has successfully promoted information 
technology as a more efficient way of doing business in rural areas to the point where clients 
are prepared to pay for the service rather than lose it. 


"I personally believe that the services offered by the ACOA/Enterprise Network must be 
retained, if those living in rural Newfoundland are to compete on a level playing field." 


C. M. Ennis, Executive Director 
Community Futures Committee 
Baie Verte Peninsula, Newfoundland 


® Consult’ Action Chaleur 


In 1991, as a means to help the Northeast New Brunswick Chaleur area, the Nepisiguit 
Economic Conference recommended that business support organizations and departments be 
brought together under the same roof. The idea was picked up by the Chaleur Regional 
Development Commission and now the Consult’ Action Chaleur located in Bathurst brings 
together the local offices or representatives of 11 federal, provincial, municipal and business 
organizations. 


Located in Consult’ Action Chaleur are: 
- local organizations such as the Chaleur Regional Development Commission, the 
Bathurst Chamber of Commerce, the Nepisiguit Community Futures Committee and 


the Bathurst Downtown Revitalization Corporation; 


- the ACOA Bathurst office and regional offices of the Regional Development 
Corporation and Research and Productivity Council; and 
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- representatives of the provincial Department of Economic Development and Tourism, 
the Entrepreneurship Centre, Revenue Canada and the Federal Business Development 
Bank. 


Besides providing support through its Action and COOPERATION Programs, ACOA is 
proud to have been a close partner in this venture where the leadership remains in the 
community itself. 


The Consult’ Action Centre is becoming the main consultation centre for the Chaleur region’s 
enterprises where major business groups can be reached at the same location and at the same 
phone number. Reaction from the business community is a good indication that such an 
experience is welcome and could serve as a model for other smaller centres or rural 
communities where coordinated and shared services can make operations more cost-efficient 
and improve the quality and level of services available. 


“Imagine the strength of the consultation that will be provided by such a regrouping. It will 
become the best ally of our business people and should contribute to the success of our 
businesses." 


Raymond Landry, First Vice-President 
Chaleur Regional Development Commission 
Info-Affaires, October 1993, Number 2, Volume 5 


PROVIDING LEADERSHIP TO THE REGION 


ACOA is in a unique position to provide leadership on a region-wide basis by identifying 
development priorities of concern across the region and bringing together all parties to work 
on a coordinated regional approach. 


e Atlantic Geomatics Alliance 


The Atlantic Geomatics Alliance is one example of how ACOA has taken a leadership 
position to identify development priorities on a region-wide basis and coordinate efforts 
across the region. In this case, the activity relates to ACOA’s technology priority by 
developing strategic technologies where the Atlantic region has a competitive edge and by 
facilitating spin-off activities. 
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The Alliance is a working relationship between the Champlain Institute, the Geomatics 
Industry Association of New Brunswick, the Geomatics Association of Nova Scotia, the 
Newfoundland Association of Technical Industries and ACOA. It seeks to develop an 
internationally competitive geomatics industry in Atlantic Canada that can compete 
successfully on domestic and foreign markets. The world market for new geomatics 
information system hardware, software and services has been estimated to be about $5 billion 
and growing at a rate of about 20% annually. 


Atlantic Canada has exceptional capabilities in the geomatics field and has received 
international recognition as a pioneer in the application of geomatics in areas such as the 
management of land records, natural resources and marine information. The regional 
industry is comprised of about 60 small firms, many with world-class expertise, but most 
lacking the resources to capture export markets. There is potential for this industry to 

_ become a world-class competitor. However, the size and low growth rate of the Atlantic 
Canada market meant that a catalyst was needed in this industry to develop the critical mass 
required. 


A major objective of the Alliance has been to provide this catalyst. Another objective of this 
initiative has been to encourage the formation of private sector consortia and joint ventures in 
order for the industry to build the strong project teams necessary to pursue international 
markets. An important element is for firms to team up with government agencies, research 
institutions and universities that have both geomatics expertise and a need for geomatics 
products. The geomatics initiative has been very successful in meeting both of these 
objectives on a region-wide basis. 


"The assistance of the Atlantic Geomatics Alliance and funding from the Atlantic Canada 
Opportunities Agency facilitated the creation of the consortium and establishment of the 
project. Ongoing development of the products and completion of the LRMI implementation in 
Atlantic Canada will be funded by product sales and redirection of participating agency 
operating budgets. However, the seed money from ACOA, to get the ball rolling, made the 
Project possible." 


Atlantic Canada LRMI Consortium 
(a consortium of: ESRI Canada, Toronto; Eastcan, 
Halifax; Geoplan, Fredericton; and Atlantic 
Geomatics Research, Sydney) 
3 November 1992 
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e Entrepreneurship Development 


Entrepreneurship development is at the heart of ACOA’s mission. The Agency stresses the 
importance of making entrepreneurship a stated objective of regional development through 
initiatives which create enhanced awareness, build entrepreneur networks, support 
development and delivery of entrepreneurship instructional and training materials, support 
policy analysis and research, and coordinate entrepreneur-related activity by other federal and 
provincial departments. 


ACOA is playing a key leadership role in bringing together private sector organizations, the 
provinces and the other federal departments with complementary mandates to animate an 
Atlantic-wide focus on entrepreneurship development. ACOA has hosted three 
Entrepreneurship Development Workshops to exchange innovative approaches and practices 
in the development and delivery of entrepreneurship development projects, programs and 
activities. ACOA co-hosted and co-sponsored two National Policymakers’ Forums on 
Women as Entrepreneurs, an interdepartmental forum on Entrepreneurship Development with 
key federal departments and a regional Federal-Provincial Forum on Small Business and 
Entrepreneurship which brought together key relevant federal and provincial departments in 
Atlantic Canada. 


ACOA’s support for private sector initiatives has proven successful in promoting 
entrepreneurship. A project with the Conseil économique du Nouveau-Brunswick and other 
private organizations resulted in an educational television series "Posséder mon entreprise" 
aired by Radio Canada in 1991 and 1992 reaching nearly 8,000 French-speaking Atlantic 
Canadians.’ A similar educational series in English was aired by the Atlantic Satellite 
Network (ASN) in 1993. In total, over 650 people have registered to follow this series and 
to work on their own business plans. Maritime Independent Television (MITV) is airing the 
third season of the very successful "Leading Edge" television series which profiles regional 
business owners. Over 20,000 persons watch this television series on a weekly basis. The 
Atlantic Canada Entrepreneur Awards Association, a partnership between ACOA and eight 
private sector organizations, has held two ceremonies to reward successful entrepreneurs. 
The number of schools offering courses in entrepreneurship is rapidly increasing. Other 
projects encourage student venture activity, venture creation in the community, small 
business counselling and entrepreneurship training, and development of resource material for 
use in educational institutions. More than 5,000 Atlantic Canadians responded to ACOA’s 
entrepreneurship ad campaign on how to start a business, indicating a strong latent demand. 


"Bureau of Broadcast Measurement. 
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These initiatives appear to be paying off. Surveys reveal that there has been a steady 
increase in the "intent" of Atlantic Canadians to "start their own business within the next two 
years", from 7% of the population in 1991 to 12% in 1993.!* Based on Statistics Canada 
data, the number of self-employed has increased by 7 .3% in Atlantic Canada from 1989 to 
1991, as compared to 4.8% for Canada. 


"I believe there are so many deserving companies that can win this award...the award is not 
mine; the employees all know that. I definitely would not accept it on my behalf because I 
know I don’t deserve it without their backing - the employees feel very proud. It is their 
award...” 


Normand Caissie 
Imperial Sheet Metal, Richibucto, New Brunswick 
1993 Atlantic Canada Entrepreneurship Awards 


PARTNERSHIPS WITH UNIVERSITIES AND RESEARCH CENTRES 
e Alliance with University College of Cape Breton 


ECBC/ACOA has developed an extensive network of contacts and an alliance with the 
University College of Cape Breton (UCCB) through a Memorandum of Understanding. 
Programs have been developed and assistance given to provide support infrastructure for 
local companies and to expose students to business and technology. In addition, 
demonstration pilot projects have been undertaken and industry advisory groups established 
in cooperation with UCCB. These activities have led to the development of new products 
and services and incremental contracts, an increase in applied research and development 
activity, development of new programs for youth and an increase in business and university 
networking. 


1I8CRA Regional Omnibus Survey Quarterly Report, 3" quarter, 1993. 
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"The linking of UCCB and ECBC through the MOU has been a positive step in the process of 
revitalizing Cape Breton’s economy. While the concept of combining available resources to 
work towards a common goal is basic and direct; the MOU’s effect can be far reaching 
because it focuses on matching capabilities to requirements." 


Nick Coyle 
President and Chief Executive Officer 
Micronay International 


e The New Brunswick Research and Productivity Council 


The Atlantic Canada business community is primarily formed of SMEs with little in-house 
capability for R&D or innovative ventures. Only a few larger companies with their head 
office situated in the region undertake the riskier and longer-term investment needed for such 
initiatives. Pools of specialized knowledge and R&D experts can be found, however, in the 
universities and research centres which remain, for the most part, closely tied to educational 
institutions. ACOA has invested substantially to strengthen the research and innovation 
capacity of these groups to increase the level of expertise and build bridges between 
businesses, universities and research centres. An example is the support provided for the 
New Brunswick Research and Productivity Council (RPC) for its Revitalization Program. 
Objectives were to increase services to SMEs in all regions of New Brunswick and to 
improve financial viability. Volume, value and quality of work performed for SMEs have 
increased dramatically under the Revitalization Program. Annual volume increased from 
$0.8 million in 1988 to $2.6 million in 1992-93. Work for SMEs grew from 14 percent to 
42 percent of total contract income. Half of the clients are from service sectors and there is 
a broader geographic distribution of RPC clients across the province. New services were 
introduced. Dependence on government contracts has decreased substantially and industrial 
work represents 76 percent of total contract income. Gains in financial viability were 
achieved from efforts to seek new business, improved management, an improved projection 
system, and prompt action to cut costs. 


8 Canadian Centre for Fisheries Innovation 


In Newfoundland, the Canadian Centre for Fisheries Innovation (CCFI) was established to 
create linkages between Memorial University of Newfoundland (MUN), the Marine Institute 
and the fishing industry to enhance the competitiveness of firms in that industry. The goal of 
the CCFI was to generate, within five years, some $19.0 million of R&D spending. A 
significant portion of the investment was to be generated by the private sector of the fishing 
industry where research has traditionally been lower than average. The Centre has achieved 
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this goal in four years of operation and in so doing has generated over $2.8 million in private 
sector sponsorship of research. Direct funding was provided by 85 private sector firms to 
some 135 CCFI research projects. 


While the CCFI has an experienced professional and technical staff to work with the private 
sector, the real strength of the Centre is its ability to access the expertise of the 
MUN/Marine Institute. The CCFI is widely regarded as a repository of useful information 
about the fishing industry. Its mission specifically guides the Centre to apply fisheries- 
related expertise in MUN/Marine Institute to the problems of the fishing industry. 


e Food Research Centre - New Brunswick 


Food processing, primarily based on the fisheries and agricultural resources of the region, 
comprises the largest number of firms in the Atlantic Canada manufacturing sector. Much 
work has been done over the years to bring more value-added to these primary resources 
and, with the increasing number of food processing plants, comes the need to improve on the 
quality of the products as well as to develop new ones. The Food Research Centre based at 
’Université de Moncton is one of the research centres which contributes to the development 
and strengthening of the food industry. It offers research and technical services in the 
development and testing of new products and offers information and solutions to problems 
met by the food industry. A survey of the Centre’s clients shows the increase of the firms’ 
competitiveness as the major impact that the Centre has had on the businesses using its 
Services. 


"The Food Research Centre offers services as diverse as research and development, 
information, food analysis and technical support and we welcome business leaders with new 
ideas and projects in food research. Now that we have the expertise, I dream of the day when 
entrepreneurs will come and establish their businesses here to develop and market new food 


products." 


Sister Auréa Cormier, Executive Director 
Food Research Centre 
Université de Moncton, New Brunswick 
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CHAPTER FOUR 


CONCLUSIONS 


Over the last three years, the Atlantic region economy has suffered from a double blow: the 
recession and severe adjustment in resource-based industries, especially the fishery. 
Employment nationally has been slow to recover from the recession. The problem is 
particularly severe in the Atlantic region with unemployment currently over 15%. Despite 
the impact of the recession and the severe problems of the fishery, the growth of the Atlantic 
economy has matched that for the country as a whole over the 1987-92 period. In terms of 
GDP per capita, the gap has closed somewhat, from 71.6% of the Canadian average in 1987 
to 75.4% in 1992. 


The resources devoted to regional development have been small relative to the size of the 
problem. Funds utilized by ACOA in 1992-93 amount to less than 3% of total federal 
spending in the region. External evaluations of the economic impact of the Action and 
COOPERATION Programs, which together account for over 85% of the Agency’s 
expenditures, demonstrate that Agency activity has made a major contribution to economic 
growth. These programs have resulted in an increase in 42,000 jobs over the 1987-92 
period. The annual impact of these programs on GDP had reached $1.4 billion by 1992. 
Agency activity accounted for about 85% of the narrowing of the disparity gap, as without 
Agency activity, the disparity gap in GDP per capita would have narrowed only marginally 
from 71.6% of the Canada average in 1987, to 72.2% in 1992. By 1992, the unemployment 
rate is 1% lower than it would have been without the Agency’s activity. What is more, the 
productive investments supported by the Agency’s programs result in long-term impact, with 
the addition to GDP peaking at $2.1 billion in 1997 without further expenditures beyond 
current commitments. In terms of tax revenues alone, the programming more than pays for 
itself, as tax revenues over the 1987-99 period are projected to total $3.8 billion as compared 
to $2.0 billion in expenditures actual and projected. 


At the time of ACOA’s creation, regional development policy moved from a focus on 
disparities between regions to an approach designed to assist all regions to realize their 
economic potential. ACOA was expected to assist the region in overcoming severe structural 
problems in a number of areas. 


The major expectation for ACOA was that it should stimulate entrepreneurship and small 
business development. The need for an improved decision-making process on applications 
for support was identified. At a time when the Atlantic economy was still struggling to 
emerge from the downturn of the early 1980s, ACOA was able to quickly put in place a 
small business support program tailored to the needs of the region. The application process 
was simplified for smaller projects. Decision-making authority was highly decentralized and 
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front-line managers were empowered to assist entrepreneurs to turn their viable business 
ideas into reality. 


The evaluation of the Action Program demonstrated that 85% of business clients found the 
information requirements easy to fulfil. In contrast, evaluation of the earlier IRDP reported 
that only 65% of clients found the application process easy. 


"Well, ACOA’s been a success story for New Brunswick and I believe for the rest of Canada. 
In spite of the fact that it has gone through growing pains, it’s been an important instrument 
for progress here." 


Premier Frank McKenna 
September 2, 1992 
Fredericton, New Brunswick 


ACOA’s Programs have targeted small and medium-sized businesses. Since 1989, over 75% 
of Action Program support has gone to projects under $1 million in costs. Applications are 
over eight times the level of earlier programs. More than 80% of entrepreneurs supported 
by the Action and COOPERATION Programs indicated that their project was successful in 
meeting objectives. In addition, the success rate of ACOA-assisted projects is well above 
that for projects not supported by the Agency. Over 90% of new businesses established with 
ACOA support are successful, while close to 52% of new businesses in Atlantic Canada fail 
within the first three years of operation. By helping business succeed, ACOA has 
contributed to optimism and a new sense of confidence in the region as a place to do 
business. 


Despite the Agency’s contribution programs, the success of Atlantic business is constrained 
in part by a lack of equity capital. The supply of venture capital would have to at least 
double just to make it comparable to that available in Central Canada. ACOA has not yet 
effectively addressed the need to increase the supply of venture capital from private sources. 


The Agency has introduced, on a pilot basis, a program to support training by Atlantic 
business. However, no appreciable increase in training activity has yet resulted. Given the 
importance of training for competitiveness and success, support for training needs to be 
improved. 
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ACOA has provided broad-based support to business activities as a means of stimulating 
entrepreneurship and risk-taking. With scarce resources, consideration should be given to 
selective assistance for those activities most essential for competitiveness and growth, 


namely, the application of technology, marketing and training. 


"An increasing number of Atlantic Canadians are finally realizing that our economic future is 
no longer the sole responsibility of provincial and federal governments. Entrepreneurs are 
gaining recognition for their efforts in stimulating the economy through their own job creation, 


which in essence creates employment not only for themselves but for others." 


Atlantic Lifestyle Business 
Vol. 3, No. 3, 1992 


Entrepreneurship development is at the heart of ACOA’s mission and goes well beyond 
financial assistance to business. The Agency’s initiatives in the areas of promotion of the 
self-employment option, entrepreneurship education and the development of community-based 
support are beginning to show results. The Agency is making steady progress in its mission 
to renew the Atlantic entrepreneurial spirit. There is a steady increase in the intent of 
Atlantic Canadians to start their own business. The demand for self-employment and 
entrepreneurship development programs is also growing. 


ACOA was expected to promote new partnerships between the public and private sectors and 
encourage the people of the region to participate more actively in development. Under the 
Action Program, in the first year, the Agency initiated over 300 partnership arrangements 
with the private sector to provide support to small business. There are many examples of 
economic sectors, such as finfish aquaculture in New Brunswick or software in Nova Scotia, 
where the private sector has moved to take charge of development. In areas such as 
entrepreneurship and tourism development, the Agency has obtained maximum leverage from 
its support through partnering with the private sector. By encouraging partnerships, ACOA 
has been able to increase leverage under the Action Program. For every ACOA dollar, the 
private sector directly invested $1.70 in 1988-89 and increased it to $2.30 in 1992-93. 


However, the non-profit sector, such as universities, research institutes and business 
associations, has the potential to do much more. The Agency needs to find innovative ways 
to enlist its support in areas such as commercializing technology. 


Within six months of its creation, ACOA moved quickly to assume the responsibility 
assigned to it for coordinating federal and provincial activities. It was successful in having 
the moratorium on ERDAs lifted. Recently, an external evaluation has concluded that the 
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COOPERATION Program has resulted in a more coordinated regional approach to economic 
development and that the process has been improved by the creation of ACOA with its 
Coordination activity. 


However, there are a large number of business assistance programs with similar objectives 
and clientele. The Action and COOPERATION Program evaluations found that the overlap 
of programs and delivery organizations was perceived as a problem. As the Agency with the 
lead role for delivering assistance to small business in the Atlantic region, ACOA is in a 
position to provide leadership in efforts to streamline business assistance. 


The success of ACOA’s financial assistance programs allowed the Agency to build the 
credible presence required to effectively assume its Advocacy and Coordination roles. By 
1992, some 77% of the region’s population knew of the Agency and 65% believed it was 
successful in meeting its mandate of promoting long-term economic development. 


ACOA has made important contributions in the area of federal government procurement with 
the latest available data indicating that federal purchases in the region are up significantly, as 
compared to the period prior to 1987. Another example of benefits from Advocacy is the 
trade area, where the Agency successfully advocated that regional development subsidies 
should be non-countervailable under the GATT. 


The Agency’s continuing efforts to understand the private sector’s needs, combined with its 
broad mandate to promote the development of the region, give it a unique capability to bring 
together the resources and expertise of federal departments to pursue development 
opportunities or solve problems. The lead role taken by the Agency in the establishment of 
the Canada Business Service Centres is a recent example. The success of Advocacy efforts 
to maximize the benefits from Hibernia and the role played by the Agency in finding 
replacement activity for Summerside are also examples. 


Despite these accomplishments, the Agency has not given the Advocacy role the attention it 
deserves, given that it can potentially have a greater impact than direct financial support to 
business. With increasingly scarce resources, ensuring that federal expenditures are making 
their maximum contribution to regional development becomes even more important. 


ACOA’s accomplishments have been largely due to the unique strengths that the regional 
agency approach brings to regional development policy. Because decisions are made in the 
region, with advice from Atlantic Canadians, the Agency is more responsive to local 
conditions and can act more quickly than its predecessors. The regional agency approach has 
proven to be particularly adept at reconciling federal priorities and regional development 
needs. The evaluation of the COOPERATION Program found that "federal-provincial 
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relations were stronger as a result of the Program" and that "the mechanism of a strong 
regionally-based federal agency with a mandate to coordinate economic development is 
necessary to address the region’s challenges and changing economic circumstances". 


Finally, the Agency is in a unique position to play a leadership role in the region. The 
Atlantic Geomatics Alliance, entrepreneurship development and tourism are examples of 
where ACOA has identified priorities and worked with partners to develop a coordinated 
regional approach. The Maritime provinces (in some instances with the involvement of 
Newfoundland) have adopted an agenda for regional cooperation in a number of important 
development areas. Because of its small population and economy, increased regional 
cooperation is essential if the Atlantic provinces are to compete effectively. As the only 
economic development department in the Atlantic region with a regional perspective and 
mandate, ACOA is in a position to play a greater role in improving region-wide cooperation. 
The recent introduction of the Pan-Atlantic Initiatives activity enables ACOA to put 
increasing emphasis on this role. 


ACOA’s priorities of Entrepreneurship Development, Trade and Marketing, Innovation and 
Technology Transfer, Human Resource Development, and Procurement have enabled it to 
bring an increasingly strategic focus to development of the region. The key strategic themes 
have played an increasing role in the prioritization of expenditures under the 
COOPERATION Program. Support under the Action Program has increasingly focused on 
marketing, innovation, labour and management training, advisory and diagnostic services and 
development of the capability to compete for government procurement opportunities. 


"There is little doubt that the Agency met the test. Indeed, it is remarkable what the Agency 
was able to accomplish in such a short period of time.” 


Dr. Donald Savoie, Chairman 

Canadian Research Institute on Regional 
Development 

Atlantic Lifestyle Business Magazine 

Volume 2, No. 4, 1991 
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ACTION PROGRAM 
i From Inception to March 31, 1993 
By elements 


NUMBER OF PROJECTS CONTRIBUTIONS (including 
interest buy down) 


% 


24.6% 


1544 15.4% 116.62 14.2% 
1878 18.8% 128.43 15.6% 
3.5% 


823.26 100.0% 
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ACOA - ACTION PROGRAM 


INDUSTRIAL SECTORS SUPPORTED 
From Inception to March 31, 1993 


Primary 


Manufacturing Primary | 7% 
7% Manufacturing 


44% Other 
80% 16% 
Other (*) 
12% 
Tourism Tourism 
16% : 15% 
Business Services Other Services Business Services Other Services 
15% 7% 17% 6% 


Number of Commercial Projects Authorized Assistance 


(*) - Includes a variety of projects in repairs and rentals of machinery and equipment, video and 
films, health research, projects in more than one sector, etc. 
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ACTION PROGRAM 
From Inception to March 31, 1993 
By size of projects (eligible costs) 


NUMBER OF PROJECTS 


Less oa 200 rat 200, are to $1.0 aera: nee 71,0 M. 


Stee ae 


1175 
1225 
1596 
lew Products 287 3.9% 


4283 49.5% 700 69. 3% ie 78.5% 


0 0.0% 
7 3.4% 

0 0.0% 

82 1 0.5% 


8658 100. 0% 1138 100. 0% 205 100. 0% 


me BUTTONS IN $M (including interest buy down 


Less eae See ae 000 to $1.0 Soe ne ee 71,0 M. 


ai .29 are a 92 m7 1% nod 04 7 2% 


104.13 34.2% 
50.77 15.5% 33.74 11.1% 
59.13 18.0% 38.73 12.7% 
14.19 4.3% 10.20 5.4% 4.06 132 


186.66 56.9% 108.32 56.8% 180.67 59.3% 


62.57 19.1% 


80.15 24.4% 36.41 19.1% 19.80 6.5% 
328.11 100.0% 190.64 100.0% 304.52 100.0% 
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ACTION PROGRAM 
TYPE OF ASSISTANCE 
From Inception to March 31, 1993 
NUMBER OF APPLICATIONS 
CONTRI-— INTEREST LOAN ACTION 


BUTION BUY-—DOWN INSURANCE LOAN 


BUSINESS SUPPORT 


CAPITAL 
Establishment 
Expansion 
Modernization 
New products 


OPERATIONEL 
Studies 
Innovation 
Marketing 
Supplier 


AUTHORIZED ASSISTANCE IN MILLION OF 


BUSINESS SUPPORT 


CAPITAL 


Establishment 
Expansion 

Modernization 
New products 


OPERATIONEL 

Studies 29.94 0.00 0.00 0.00 
Innovation 62.04 0.00 0.00 0.25 
Marketing 40.99 0.00 0.00 1.37 
Supplier 3.41 0.00 0.00 0.00 


TOTAL 718.63 104.63 75.77 21.93 


(*) One project can have more than one application. 
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COOPERATION PROGRAM 
INITIATIVES SIGNED FROM JUNE 6, 1987 TO MARCH 31, 1993 
(millions of dollars) Total 
Date Termination Total Federal 
Province Signed Date Cost Cost 
Newfoundland 
Inshore Fisheries 22/02/88 31/03/93 60.0 42.0 
Agri-Food Development 21/06/88 31/03/94 8.0 5.0 
Rural Development III 21/07/89 31/03/94 29.6 21.0 
Comprehensive Labrador 21/07/89 31/03/94 53.9 eM ks! | 
Mineral Development 01/01/90 31/03/94 17.5 12.3 
Youth Forestry 09/02/90 31/03/93 11.25 9.0 
Forestry Amend. #3 09/02/90 31/03/90 3.2 2.24 
Ocean Industry Amend. #1 04/09/90 31/03/93 13.5 9.0 
Forestry 04/03/91 31/03/95 64.3 45.0 
Enterprise Network 20/03/91 31/03/94 fire 5.0 
Tourism-Historic Resources 17/05/91 31/03/95 20.0 14.0 
Environmental Improvement 18/12/91 31/03/94 17.8 a9 
ALFI (extension) 19/12/91 30/09/92 0.823 0.686 
Salmonid Cons. & Enhance. 30/04/92 31/03/94 39.1 27.4 
Strategic Invest. & Ind. Dev. 26/06/92 31/03/96 30.6 22.05 
_ Comprehensive Labrador Amend. 26/06/92 31/03/96 6.25 4.45 
Development Planning 26/06/92 31/03/96 2.25 1.25 
Cultural Industries 24/07/92 31/03/96 5.0 3.5 
_Salmonid Enhancement and Cons. 09/10/92 31/03/97 21.42 15.0 
Tourism-Historic Res. Amend. 29/12/92 31/03/95 0.75 0.75 
Human Resources Development 21/01/93 31/03/97 42.9 30.0 
Strategic Investment Amend. 21/01/93 31/03/97 12.86 9.0 
Total Newfoundland 468.2 322.3 
Nova Scotia 
Highways (Non-ERDA) 20/07/87 31/03/91 100.0 50.0 
Agri-Food Development 27/06/88 31/03/94 60.0 30.0 
Halifax-Dartmouth Metro 27/09/88 31/03/95 209.2 79.6 
Forestry 15/12/89 31/03/91 45.0 24.7 
Fisheries 06/07/90 31/03/94 8.0 4.8 
Minerals 20/07/90 31/03/92 9.0 5.0 
Industrial Dev. Opportunities 17/12/90 31/03/95 63.0 31.5 
Halifax-Metro Amendment 13/03/91 31/03/94 10.0 5.0 
Sustainable Economic Dev. 18/03/91 31/03/95 15.0 9.0 
Fisheries Amendment #1 09/04/91 31/03/94 5.2 2.4 
Highway Amendment #1 20/08/91 31/03/92 3.0 1.5 
ALFI (Extension) 29/11/91 30/09/92 1.93 1.54 
Tourism 04/12/91 31/03/95 19.3 10.9 
Forestry Development 10/01/92 31/03/95 98.0 49.0 
Highway Amendment #2 21/02/92 31/03/94 34.0 17.0 
Recreational Fishery Planning 23/06/92 31/03/93 0.60 0.50 
Mineral: Development 27/08/92 31/03/95 10.0 7.0 
Cultural Development 27/08/92 31/03/95 5.0 Ze 
Technology Development 19/11/92 31/03/97 3557, 25.0 
Economic Policy and Planning 19/11/92 31/03/96 2.0 1.0 
_ Total Nova Scotia 733.93 357.94 
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ANNEX IT 
COOPERATION PROGRAM 
INITIATIVES SIGNED FROM _ JUNE 6, 1987 TO MARCH 31, 1993 
(millions of dollars) | Total 
Date Termination Total Federal 

Province Signed x UDates te Cost_ _ Cost _ 
New Brunswick 
Transportation (Non-ERDA) 29/06/87 31/03/92 150.1 105.0 
Agri-Food Development 06/10/89 31/03/94 32.0 20.0 
Fisheries Development 03/11/89 31/03/94 19.6 1s Bg 
Forestry Development 15/12/89 31/03/94 91.0 50.0 
Planning 06/02/90 31/03/94 2.0 1.0 
Special Response 10/05/90 31/03/91 2.3 1.5 
Bi-Capitol 10/08/90 31/03/95 8.3 8.3 
Economic Diversification 16/08/90 31/03/95 36.2 2339 
Cultural Development 11/10/90 31/03/95 5.0 2:2. 
Mineral Development 12/09/90 31/03/95 10.0 6.0 
Urban Economic Development 12/09/90 31/03/95 46.0 23.0 
Industrial Development 12/09/90 31/03/92 10.0 5.0 
ALFI (Extension) 06/12/91 30/09/92 2.25 1.8 
Recreational Fishery 07/08/92 31/03/96 15.0 15.0 
Tourism - Travel Generators 23/07/92 31/03/94 37 4.0 
Highway Improvement Amendment 28/07/92 31/03/96 S19 26.3 
Entrepreneurship and HRD 23/07/92 31/03/97 25.8 17.0 
Planning Amendment 23/07/92 31/03/97 3.0 1:5 
Economic Development 23/07/92 31/03/97 38.0 25.0 
Economic Diversif. Amend.# 1 04/08/92 31/03/97 29.6 19.2 
Total New Brunswick 569.8 367.3 
Prince Edward Island 
Forest Resource Development 23/06/88 31/03/93 24.1 14.2 
Agriculture Development 06/10/89 31/03/94 25:0 14.0 
Fisheries Development 20/10/89 31/03/95 10.6 das 
Transportation 20/10/89 31/03/94 30.0 15.0 
Alternate Energy 12/02/90 31/03/94 7.8 5:5 
Market Development 30/03/90 30/09/90 1.4 1.0 
Industrial Dev. Amendment #1 30/03/90 31/03/92 20.0 14.0 
Cultural Development 02/08/90 31/03/94 Shep) 2:5 
Industrial Dev. Amendment #2 10/10/90 31/03/92 10.0 7.0 
Planning 12/06/91 31/03/95 1.0 0.5 
Rural Economic Development 12/06/91 31/03/95 3.1 2.0 
Cultural Dev. Amendment #1 31/07/91 31/03/94 3.0 2.0 
Tourism 30/10/91 31/03/95 9.0 a2 
ALFI (Extension) 21/11/91 30/09/92 2.46 1.97 
Market Development 05/12/91 31/03/95 9.4 5.2 
Strategic Technology 05/12/91 31/03/95 4.0 2.8 
Sustainable Economic Dev. 08/10/92 31/03/96 9.5 6.6 
Industrial Economic Dev. 08/10/92 31/03/97 30.4 21.28 
Cultural Dev. Amendment 10/12/92 31/03/95 232 1.2 
Total Prince Edward Island 206.5 129.5 
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_ ANNEX IT COOPERATION PROGRAM INITIATIVES 


COOPERATION PROGRAM 
INITIATIVES SIGNED FROM _JUNE 6, 1987 TO MARCH 31, 1993 


(millions of dollars) 


Total 

Date Termination Total Federal 
Province Signed Date Cost_ Cost 
Pan-Atlantic 
Int’] Tourism-Marketing 17/07/91 31/03/94 10.0 6.0 
Communications 21/01/92 31/03/92 1.0 1.0 
Entrepreneurship 03/12/92 31/03/97 4.5 4.5 
Coordination and Research 03/12/92 31/03/97 2.0 2.0 
Communications 18/06/92 31/03/95 3.0 3.0 
Total Pan-Atlantic 20.5 16.5 
Grand Total 1,998.933 1,193.456 
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ANNEX III GLOSSARY OF TERMS 
GLOSSARY OF TERMS 

ACOA Atlantic Canada Opportunities Agency 

AEP Atlantic Enterprise Program 

ALFI Atlantic Livestock and Feed Initiative 

ASN Atlantic Satellite Network 

CADMI Computer-Aided Design and Manufacturing Insititute 

CCFI Canadian Centre for Fisheries Innovation 

CCMC Canadian Centre for Marine Communications 

CBTUA Cape Breton Topping-Up Assistance 

CEO Chief Executive Officer 

CSA Canadian Space Agency 

DND Department of National Defence 

DRIE Department of Regional Industrial Expansion 

EC European Community 

ECBC Enterprise Cape Breton Corporation 

ERDA Economic and Regional Development Agreement 

FAP Fisheries Alternatives Program 

GATT General Agreement on Tarrifs and Trade 

GDA General Development Agreement 

GDP Gross Domestic Product 

GNP Gross National Product 

GST Goods and Services Tax 

HMDC Hibernia Management and Development Company 

HRD Human Resource Development 

IRDP Industrial and Regional Development Program 

LMRI Land Resource Management Information 

MBA Master of Business Administration 

MITV Maritime Independent Television 

MOPITT Measurement of Pollution in the Troposphere 

MOU Memorandum of Understanding 

MUN Memorial University of Newfoundland 

NASA National Aeronautics and Space Administration 

NOIA Newfoundland Ocean Industries Association 

NRC National Research Council 

OGD Other Government Department 

PMAC Pharmaceutical Manufacturers Association of Canada 

R&D Research and Development 

RPC Research and Productivity Council 

SIANS Software Industry Association of Nova Scotia 

SME Small and Medium-sized Enterprises 

TPI Technical People in Industry 

UCCB University College of Cape Breton 

Nee ee eee 
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upon request from: 


Atlantic Canada Opportunities Agency (ACOA) 
P.O. Box 6051 

Moncton 

New Brunswick 

EIC 9J8 


This document is available on the ACOA Internet site at the following address: 
http://www.acoa.ca 


A technical appendix providing the economic impact calulation is available upon 
request. Any enquiries regarding this publication should be directed to the above 
address, or by calling 1-800-561-7862. 


Extracts from this publication may be reproduced for individual use without permission, 
provided the source is fully acknowledged. 
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Minister’s Message 


Without doubt, Canada’s success in the 21st Century will depend on the 
knowledge, skills and competitive business practices which Canadians, in every 
part of the country, acquire today. One of the most important priorities of the 
Government of Canada is to ensure that the resources which facilitate and 
accelerate competitiveness are available to everyone, everywhere. 


The Industry Portfolio brings together 13 departments and agencies to do just 
that. They are responsible, collectively, for science and technology, market 
development, regional economic policy and economic development. Working 
closely with their partners at the federal and provincial government levels, and 
in the private sector, Portfolio members promote the national agenda of 
entrepreneurship development, innovation, trade and opportunities for youth 
employment in emerging, cutting-edge fields of industry. 


My priority is simple: to ensure that the Portfolio provides real and relevant 
assistance to Canadians as they meet the challenges of the global economy and exploit the 
opportunities it presents. 


As a member of the Portfolio, the Atlantic Canada Opportunities Agency works to deliver the 
federal agenda of jobs and growth to the Atlantic provinces. The Agency’s involvement, at the 
national level, in economic planning and policy development has not only raised Atlantic 
Canada’s profile on the national stage, but also enabled valuable federal government resources 
to find their way directly into Atlantic communities and private enterprises. In doing so, ACOA 
contributes significantly to the strength of both the regional and national economies. This report 
demonstrates the clear and compelling progress achieved over the past five years. 


The Honourable John Manley 
Minister Responsible for 
Atlantic Canada Opportunities Agency 


Secretary of State’s Message 


The past five years have brought profound change to the people, communities and 
businesses of Atlantic Canada. It has been a period of challenge and opportunity for 
everyone. As the federal government agency dedicated to helping Atlantic Canadians 
succeed, the Atlantic Canada Opportunities Agency has played an important role in 
preparing the region to meet its challenges and embrace its opportunities with 
determination, knowledge and skill. 


ACOA has become more focused on the business development needs of small- and 
medium-sized firms which, in the last ten years, represented more than 95 per cent of 
new businesses created in the region, and on the economic environment which 
supports entrepeneurial start-ups and growth. More people are starting businesses, and 
finding the businesses development resources they need — in entrepreneurship, 
innovation and technology, trade, business management practices and access to capital 
and information — to thrive in the region. 


ACOA’s collaborative approach to economic development, which relies on extensive partnerships 
with provincial governments, community economic development organizations, the research and 
development community and the private sector, has materially contributed to strengthening the 
Atlantic economy. 


ACOA will continue its work on behalf of all Atlantic Canadians in a manner consistent with 
the Government of Canada’s Jobs and Growth agenda, which recognizes that strong regional 
economies are the building blocks of a strong national economy. 


( ee ia 
The Honourable Fred J. Mifflin, P.C., M.P. 


Secretary of State, 
Atlantic Canada Opportunities Agency 
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ACTGA: 
ACTP: 
AMT: 
BBI: 
BDP: 
CADCAM: 
CBCEDA: 
CBDCs: 
CBED: 
CBSCs: 
CCFI: 
CDC: 
CEED: 
CEO: 
CFB: 
CIDA: 
CIWP: 
CN: 
CPDA: 
CSA: 


CSA STEAR: 


ECBC: 
GDP: 
GMEC: 
IBD: 
IRB: 
ISO: 
IT: 
JEDI: 
KEP: 
MUN: 
NBTGI: 
OECD: 
R&D: 
REDBs: 
SENCEN: 
SMEs: 
STANet: 


STEM~Net: 


TARA: 
UCCB: 
UdeM: 


Acronyms or Abbreviations Used in the Report 


Atlantic Canada Tourism Grading Authority 

Atlantic Canada Tourism Partnership 

Advanced Medical Technologies (Prince Edward Island) 

Black Business Initiative (Nova Scotia) 

Business Development Program (ACOA program) 

Computer Assisted Design / Computer Assisted Manufacturing 

Cape Breton County Economic Development Authority 

Community Business Development Corporations 

Community-Based Economic Development (ACOA service line) 
Canada Business Service Centres (national program) 

Canadian Centre for Fisheries Innovation (Newfoundland & Labrador) 
Central Development Corporation (Prince Edward Island) 

Centre for Entrepreneurship Education and Development (Nova Scotia) 
Chief Executive Officer 

Canadian Forces Base 

Canadian International Development Agency (national agency) 
Canada Infrastructure Works Program (national program) 

Canadian National 

Cornwallis Park Development Agency 

Canadian Space Agency 


Canadian Space Agency -Strategic Technologies for Automation and Robotics 


Entreprise Cape Breton Corporation 

Gross Domestic Product 

Greater Moncton Economic Commission (New Brunswick) 
International Business Development (ACOA program) 

Industrial and Regional Benefits (national program) 

International Standards Organization (as in ISO9000) 

Information Technology 

Joint Economic Development Initiative (New Brunswick) 

Knowledge Economy Partnership (Prince Edward Island) 

Memorial University of Newfoundland 

New Brunswick Training Group Inc. 

Organisation for Economic Cooperation and Development (international) 
Research and Development 

Regional Economic Development Boards (Newfoundland & Labrador) 
Strait East Nova Community Enterprise Network (Nova Scotia) 
Small- and Medium-Sized Businesses 

Science and Technology Awareness Network (Nova Scotia) 

Science, Technology, Education, Mathematics Network (Nfld & Lab.) 
Telecom Application and Research Alliance (Nova Scotia) 

University College of Cape Breton 

Université de Moncton 
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Executive Summary 


pesce was created in 1987 to coordinate and implement the federal government’s 
economic development initiatives in Atlantic Canada. It was part of a broader move 
by the Government of Canada towards a decentralized, regionally-based approach to 
economic development. In keeping with this approach, the Agency’s head office was 
located in Moncton, New Brunswick. The Agency’s mandate is to act as the federal 
government’s agent in increasing opportunity for economic development in Atlantic 
Canada. In fulfilling its mandate, ACOA was to be guided by the principle that sustained 
economic development must come from within the region, and that Atlantic Canadians 
should be encouraged to take greater responsibility for this development with the federal 
government as a partner. 


Independent evaluations of ACOA’s first five years showed that ACOA had been more 
responsive than earlier centralized approaches to regional needs as programs had 
been designed in consultation with Atlantic Canadians. ACOA’s first-hand knowledge 
of regional conditions had enabled it to reconcile local development needs with 
federal priorities. 


During its second five-year period, ACOA has built on the strengths of this regionalized 
approach. In response to the external environment in which it works, federal economic 
development priorities and the unique needs of the Atlantic region, the Agency has 
revisited and strengthened its overall approach in order to improve its effectiveness. 


A number of major themes summarize this evolution: 


1. ACOA has increasingly sought out partners in the private sector, communities, and 
provincial and federal governments to stimulate economic development. The 
Agency’s mission is “to work in partnership with the people of Atlantic Canada 
toward the long-term economic development of the region.” Partnerships engage 
a variety of resources, experiences and skills. For example, in the community 
economic development area, close to 1,200 dedicated volunteers direct the activities 
of the organizations partnering with ACOA. ACOA’s role in these partnerships can 
be as leader, coordinator, or active participant. 


2. Increased emphasis on community and rural economic development. To encourage 
Atlantic Canadians to accept greater responsibility for economic development, 
the Agency works with communities where local creativity and initiative is shown. 
The Agency’s aim is to strengthen the capacity of local organizations to plan and 
implement their economic priorities. In support of the federal government’s priority 
on rural renewal, the Agency has put in place measures to address the special 
challenges of rural areas. 
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Increased role as a delivery agent for federal economic development programs. 

The success of a program depends on workable design and delivery at the local 
level. ACOA, with its extensive network in the region, increasingly has taken on the 
delivery of federal government programs such as the Canada Infrastructure Works 
Program, the Canada Business Services Centres and the Canadian Forces Base 
Closure Adjustment Program. 


Increasing emphasis on bringing national policies and programs to bear on the 
unique needs of the region. With a broad mandate for economic development, 
ACOA is in a unique position to play a leadership role for the federal government 
in the Atlantic region. An example is the responsibility the Agency has taken for 
bringing federal programs to the support of major opportunities such as offshore oil 
and gas development. The creation of the Industry Portfolio has brought greater 
coordination among federal economic development departments and strengthened 
ACOA’s capacity to tailor federal programs to regional needs. 


A more integrated region-wide approach to development. ACOA has been able to 
bring about a region-wide approach in a number of areas such as tourism and export 
development. This Atlantic agenda is crucial for effectiveness in an area comprising 
four provincial governments and a small widely-dispersed population. 


ACOA’s support to SMEs has become more diverse and sophisticated. As a member 
of the Industry Portfolio, the Agency implements the priorities of the federal 
government’s Jobs and Growth agenda. ACOA support includes programs designed 
to help Atlantic SMEs compete in the global knowledge-based economy through 
support for innovation and technology skills development, export market 
development and improved information and services to SMEs. In its entrepreneurship 
development and SME support activity, the Agency has tailored programs to the 
needs of special communities such as Aboriginals and youth. 


In fiscal year 1997-98, direct financial assistance to business accounted for less than 
40% of ACOA’s expenditures. The majority of expenditures are used to fund shared 
programs with partners such as business associations, provincial governments, 
universities and community economic development organizations in support of 
small business development. 


Increasing focus on “value for money”, Agency program spending is very small 

in relative terms, representing only 1.5% of total federal spending in Atlantic 
Canada in 1996. Therefore, if the Agency is to make an impact, it is crucial that 
expenditures focus on those areas which provide the greatest benefits to the regional 
economy. Accordingly, spending has been increasingly focussed on the development 
of small- and medium-sized enterprises (SMEs), rather than on resource development 
or infrastructure. Analyses have shown that assistance to SMEs is 

easily the most cost-effective approach to economic development. 
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By implementing locally-developed approaches, ACOA and its partners have 
produced considerable benefits for the region, as evidenced in the following sections. 


Economic Impact of ACOA Activity 


ACOA’s impact is more evident when comparing the gains achieved by its clients 
against the region’s performance. For example, Statistics Canada has estimated that total 
business employment in Atlantic Canada declined by about 6% from 1989 to 1995, but 
that employment by ACOA clients increased by 9.5%. 


The following results are based on external evaluations and analyses. An audit by 
PricewaterhouseCoopers concluded that these estimates were reasonable and likely 
conservative: 


¢ from 1992 to 1997, the impact of ACOA programming on Atlantic GDP has grown 
from $1.4 billion to $3.7 billion a year; 


¢ over the ten years of its operations, every $1.00 of ACOA spending under the 
Business Development Program, Community-Based Economic Development, and 
the COOPERATION Program generated $5.00 of GDP impact; 


e from 1988 to 1997, the Conference Board of Canada’s model has calculated that 
ACOA program spending of $3.2 billion generated $3.9 billion in personal income 
taxes and sales taxes; 


* the Atlantic unemployment rate is 2.8% lower due to ACOA programming than it 
would have been without that programming. 


From 1992 to 1997, earned income per capita improved from 74.2% of the national 
average to 75.5%. This is a continuation of a long-term trend that began in 1961. 
However, because ACOA expenditures represent less than 1% of Atlantic income 

(as measured by Gross Domestic Product) such aggregate measures do not accurately 
reflect the impact of ACOA programming. In fact, the gains achieved by recipients of 
ACOA programs have been largely overshadowed by restructuring in the economy, 
especially the collapse of the groundfish fishery, which occasioned the largest 
employment loss in an industrial sector in Canadian history. 


Some Specific Examples of ACOA at Work 
Perhaps, the best appreciation of the impact of ACOA’s activities on the economic 


development of the region is obtained by looking at those areas where the Agency has 
focussed its efforts. 
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ACOA support for economic development is wide and multi-layered. No part of it is 
self-contained; projects have an impact across a wide spectrum. Assistance to a business, 
for example, is also assistance to the community where that business resides. Or, 
assistance to a community to develop a tourist attraction is assistance to the tourism 
industry. It is important to remember this in reading the following summary, which is 
split into several main groups. 


Technology: Understanding and using modern technologies is a critical part of 
successful economic development. “Knowledge-based” industries have been growing 
faster than the overall economy everywhere, and it is important that Atlantic Canada be 
part of this growth. ACOA has supported technology and innovation in four main ways: 


1. Helping companies innovate; for example, by supporting the lengthy process of 
developing then marketing technology-based commercial products, assisting the 
development of multimedia companies in Cape Breton, or linking traditional 
industries, like the Newfoundland fishery, with centres of research and innovation; 


2. Helping workers develop technical skills; for example by providing support to 
the Aviation Maintenance Institute to develop skills for Prince Edward Island’s 
fledgling aerospace industry, or helping New Brunswick forest product workers 
adapt their skills to new technologies; 


3. Helping people understand and use technology and science; by helping build a 
series of provincial networks that improve access to technology and information by 
means of special communications systems. Examples are the STEM~Net system in 
Newfoundland, Prince Edward Island’s Knowledge Economy Partnership, and Nova 
Scotia’s STANet. In each case, ACOA has joined provincial and private sector 
partners in long-term programs of support to improve access to technology. That 
in one case (STEM~Net), it has become the standard for Industry Canada’s national 
SchoolNet project; 


4. Helping build alliances for technology development; like the Clinical Trials Atlantic 
Corporation, a knowledge-based cluster of universities and teaching hospitals that 
performs clinical tests on new pharmaceutical products. 


Small- and Medium-Sized Business: Over 95% of businesses created in Atlantic 
Canada between 1989 and 1995 had less than 100 employees (90% had less than 20). 
New and existing SMEs were responsible for 58% of new jobs in Atlantic Canada. 


SMEs, unfortunately, have a high failure rate in their first few years of existence, and thus 
find it difficult to attract capital to start and grow, and to get the right advice. Overcoming 
these hurdles is one of ACOA’s priorities. It has been successful at doing this. Statistics 
Canada tabulations show that survival rates for ACOA manufacturing clients are higher in 
the first three years of business than they are for all manufacturing companies. 
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ACOA’s main tool for assistance to SMEs is the Business Development Program. 

It offers interest-free, unsecured loans, which are repayable since early 1995. Over 
the 1993-1998 period, the Business Development Program has supported the creation 
or maintenance of almost 44,000 jobs. Client surveys indicate that without ACOA 
assistance only 5% of investments would have gone ahead as planned. 


ACOA also offers advice and information through a network of Canada Business Service 
Centres, that dealt with over 80,000 enquiries in 1997/98 alone, by fax, phone, Internet or 
in person. Apart from these generic forms of assistance, ACOA also has programs to 
improve SME business management practices (through quality management programs, 
self-help diagnostic tools and workplace literacy, for example) and to assist SMEs gain 
better access to federal procurement contracts. 


Entrepreneurship: Entrepreneurs are at the heart of Atlantic economic development, 
and ACOA’s Entrepreneurship Strategy has been described by the Organization for 
Economic Cooperation and Development as unique “... because it makes the promotion 
of entrepreneurship an explicitly stated objective ... [The] strategy is a long-term one, 
yet early results are promising.” 


The Strategy has five key components: 


Research into the nature of entrepreneurship; 

Making people more aware of entrepreneurship as an employment alternative; 
Orienting and educating people to become entrepreneurs; 

Training and counselling entrepreneurs; and 


Siete eS ame 


Building networks and SME support organizations. 


One measure of the success of ACOA’s approach to entrepreneur development is that in 
1991, only 7% of Atlantic Canadians expressed the intent to form a small business, but 
by 1997 this proportion was 16%. While it is difficult to determine ACOA’s precise 
impact, its activity is certainly a major contributing factor to this change. 


Projects have been tailored to communities with special needs, and young people. As 
examples of the former, a project was designed to develop entrepreneurial skills for the 
Black community in Nova Scotia, and another for Aboriginal people in New Brunswick. 
The New Brunswick project involved a partnership with the Aboriginal community, the 
provincial government, the Business Development Bank of Canada, and the Department 
of Indian Affairs and Northern Development. Young people have been introduced to 
entrepreneurship by the Centre for Entrepreneurship Education and Development in 
Nova Scotia, and by Enterprise Centres at the YMCA and YWCA in St. John’s and 
Glace Bay. 


vi 
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Tourism: ACOA has fostered a regional approach, using mechanisms like the Atlantic 
Canada Tourism Partnership (ACTP), for promotion of regional tourism; the Atlantic 
Canada Tourism Grading Authority, to bring standardized quality ratings to tourist 
accommodations; and the Atlantic Canada Tourism Showcase, for tourism operators 
to meet potential buyers such as bus associations. In each of these three cases, ACOA 
formed a partnership with provincial tourism departments and industry associations to 
take advantage of economies of scale in what has traditionally been a very fragmented 
industry. Promotions through ACTP alone are estimated to have brought in $66 million 
in incremental tourism revenues from 1994 through 1997. These promotions have 
resulted in a significant return on the expenditure of public funds. For instance, the 
1997 international campaign resulted in close to six dollars of tourist expenditures for 
every dollar spent on promotion. 


ACOA has also supported specific tourism-related projects. The organization of the 
Celtic Colours Festival in Cape Breton, a celebration of music and culture that began 

in 1997, was an attempt to extend the tourism season in that region. Another initiative 
involved joining public and private sector partners in developing world-class tourism 
products in Bouctouche, New Brunswick. This area is now attracting international 
recognition for its mixture of ecological and cultural destinations. A third initiative 
involved support of local development associations in Newfoundland in the development 
of the Viking Trail, partly in preparation for the Viking Millenium celebrations in 2000. 


Trade: One of ACOA’s main thrusts has been to get all the provinces working together. 
An International Business Development Agreement was signed in 1994, and extended 
in 1997, involving three federal departments and the four provincial governments. 

It aims to improve access to export markets by SMEs, by increasing their export 
experience and taking advantage of economies of scale in exporting. A survey of SME 
participants has shown that 39% have started exporting or have increased their exports 
due to the IBD Agreement. 


Specific trade initiatives have included export training and education services such 
as the New Brunswick Training Group Inc. 


Community-Based Economic Development (CBED): Increasingly ACOA has 
encouraged communities to take more responsibility for their own development, 
strengthening local networks of volunteers, building local capacities to make and 
implement strategic plans that are based on realistic appraisals of community assets 
and aspirations, and that help communities realize their potential. This approach 
emphasizes local collective action. 


Specific ways that ACOA has become involved in this challenge include its 
administration of the community development component of the Atlantic Groundfish 
Strategy (TAGS), and by assuming responsibility for the Community Futures Program 
and the Community Business Development Corporations (CBDCs) in 1995. These 
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are not-for-profit, locally-run organizations which lend money and advise businesses in 
rural communities. Over the 1995-98 period, CBDC lending has supported the creation 
or maintenance of over 7,000 jobs in rural communities. 


In recent years, the structure of local development agencies has been reformed in 

three of the four provinces. Newfoundland’s system, is still being re-formed, although 

a new structure of Regional Economic Development Boards is largely in place and each 
board is preparing strategic plans. This is the latest step in a process that began in 
Newfoundland in 1992, emphasizing the long-term nature of this kind of development. 


There are a number of examples of how communities have developed their economic 
bases in Atlantic Canada. Greater Moncton, for example, has substantially recovered 
from the loss of the CN repair shops in 1988, and is now a centre for teleservice (call 
centres). Local entrepreneurs are rapidly developing technology-based products and 
services. This has happened in a framework of a series of strategic plans, implemented 
by mobilizing local volunteers, and encouraged by a series of flexible partnerships that 
have included ACOA, the provincial government, local development agencies, the 
Université de Moncton, local community college campuses, and businesses. 


There are other examples of ACOA involvement in community projects. The community 
of Victoria in Prince Edward Island rallied around a project to repair its dilapidated 
wharf, a traditional focus of community life and business. ACOA helped an Acadian 
community in Cape Breton set up La Picasse, an economic centre that is now home to 

a call centre, an entrepreneurial development centre, and several other businesses. The 
Colony of Avalon project in Newfoundland strives to develop an historic site for tourism 
while financing ongoing archaeological work. Five rural counties in eastern Nova Scotia 
were supported in setting up an integrated information technology centre to improve 
public and business access to IT. Enterprise Cape Breton Corporation in partnership 
with the Cape Breton County Economic Development Authority has set up a program 
to market Cape Breton as a good place to retire. By late 1997, some 68 new households 
had been set up as a result of these marketing efforts, worth an estimated $1.3 million to 
the Cape Breton economy. 


ACOA as Federal Delivery Agent: Taking on many more responsibilities in delivering 
and coordinating federal programs in the region has typified ACOA’s second five-year 
period. It is a role that is natural given its familiarity with Atlantic Canada. It also means 
much more interaction with other federal agencies and departments. 


The Agency was a natural choice, for example, to administer the Canada Infrastructure 
Works Program. Other examples are the programs put in place to help communities 
adjust after losing military bases in the early and mid-1990s due to federal budget cuts 
such as CFB Summerside and CFB Cornwallis, both of which have been transformed 
into diversified industrial parks, with public sector employment largely replaced by 
private sector. 
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‘Policy Research and Analysis: ACOA has always maintained a policy analysis and 


research capability, using both internal resources and independent contractors. The three 
essential qualities of this research have been: 


1. Involvement of the private sector; 
2. Extensive consultation; and 
3. Keeping an eye on the future. 


A Pan-Atlantic Economic Coordination and Research Initiative was first approved in 
1992, and has been extended through 1999-2000. Its purpose is to enhance ACOA’s 
capability to coordinate and plan federal activities that contribute to Atlantic Canada’s 
economic growth. During the mid-1990s, a major research thrust has been a series of 
studies to gauge Atlantic Canada’s competitiveness against other parts of North America 
and Europe, with very favourable results. ACOA has enlisted outside partners (like 
universities and business groups) to organize a series of Roundtables, each addressing a 
particular issue like community economic development or entrepreneurship. Reports on 
policy research have reached a wide audience both inside and outside Atlantic Canada. 


ACOA has pursued its mandate in many areas that have been adopted by the 
Government of Canada as matters of national priority including support for rural and 
Aboriginal communities, science and technology, governments working in partnerships, 
young people, and expanding trade. This has involved a constant evolution of the 
Agency’s programs, operations, and role. Much work remains to be done, however, in 
developing the Atlantic economy, and this will require commitment from all partners. 
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Purpose of the Report 


This report, which provides an evaluation of the impact of ACOA’s activities has been 
prepared pursuant to Sub-sections 21 (2) and (2.1) of the Atlantic Canada Opportunities 
Agency Act which require that every five years the Minister for the Agency present to 
Parliament a comprehensive report on Agency achievements. This second five-year 
report covers the financial commitments, expenditures and activities of the Agency from 
April 1, 1993 until March 31, 1998. 


ACOA was created in 1987 to coordinate and implement the federal government’s 
economic development initiatives in Atlantic Canada. It was part of a broader move 

by the Government of Canada towards a decentralized, regionally-based approach to 
economic development. In keeping with this approach, the Agency’s head office was 
located in Moncton, New Brunswick. ACOA was to be guided by the principle that 
sustained economic development must come from within the region, and that Atlantic 
Canadians should be encouraged to take greater responsibility for this development with 
the federal government as a partner. 


A number of characteristics have emerged in the past ten years that 
underlie how ACOA approaches its mandate. 


ACOA Mandate 


To increase 
Working at the Regional Level opportunity for 
Independent reviews of ACOA’ first five years showed that the Agency nyseterare ti 


made a number of contributions to support job creation, to enhance the 
success rate of new businesses, to promote growth of regional gross development in 


domestic product (GDP), and to help reduce regional disparity.' Atlantic Canada and, 
more particularly, to 


These evaluations have also shown that ACOA has been more responsive to 
enhance the growth 


regional needs as programs have been designed in consultation with Atlantic 
Canadians. In addition, ACOA has played a role in the development and of earned incomes 
delivery of programs of other federal departments. The regional approach and employment 


i ith ovinces. sede sind 
has resulted in an enhanced federal role in relations with the provin opportunities in 


Federal Leadership Role that region. 
With a broad mandate for economic development across the Atlantic 
region, ACOA is in a unique position to play a leadership role for the The Government 


federal government. For example, as the federal government’s agent for Organization Act, 

economic development in the region, the Agency increasingly has taken _—_ Atlantic Canada, 
1987, Part |, 
Section 4 


‘ Action Program Evaluation Summary Report, Price Waterhouse, November 1992, The Evaluation of the ACOA 
COOPERATION Program, Coopers & Lybrand Consulting Group, 1994, and ACOA, Five-Year Report to 
Parliament 1988-1993, February, 1994. 
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responsibility for bringing federal programs to the support of major economic 


opportunities such as offshore oil and gas development and the construction of the 
Confederation Bridge. 


ACOA is a catalyst to prepare and encourage businesses to take advantage of the 
opportunities arising from the construction and operation of the offshore and onshore 
components of the Sable Gas Project. The Agency also is engaged in the identification 
and development of business opportunities arising from the further processing and use 
of the gas and gas liquids from offshore development. 


Partnerships 

Regional economic disparity is a complex, multi-dimensional challenge, and partner- 
ships offer the most effective and efficient means to meet this challenge. ACOA’s work 
with other economic development institutions is constantly being strengthened. 


Partnerships have increased the Agency’s capacity to meet its broad mandate while 
resources available to do this have been restrained. These partnerships have provided 


opportunities to reduce duplication, to draw on the strengths of each partner, to remain 
connected to regional development needs, and to create synergy. 


Working with Small- and Medium-Sized Enterprises 
ACOA’s activities, whether skills training, business counselling, trade promotion, 
or access to capital, are directed at enhancing the competitive strength of small- and 


“... the Agency has 


gone beyond most 


current practices for 


measuring and 
reporting results of 
economic develop- 


ment programs.” 


Report of the Auditor 
General of Canada to 
the House of Commons, 
November 1995. 
Suggestions from the 
Auditor General have 
been incorporated into 
ACOA’s evaluation 


systems. 


medium-sized enterprises (SMEs) in the region. SMEs create the larger 
share (58%) of new jobs in Atlantic Canada, making them critical in 
economic development. 


Community Empowerment 

ACOA’s creation was a major step in bringing development decision-making 
closer to the community level. ACOA has moved to decentralize closer to 
communities and individual businesses. Examples, such as the strengthening 
of community development organizations and increases in shared program 
delivery, are described in Chapter Eight, and show how decentralization helps 
communities build their development capacities. 


Accountability 

ACOA is the only federal economic development agency or department 
legally required to provide a five-year report to Parliament, with an account 
of achievements from all its activities. Developing the tools to do this has 
been a priority for the Agency. 


Introduction 


This is consistent with the federal government’s increased emphasis on departmental 
accountability. In keeping with federal reporting requirements, ACOA has continued to 
develop its system of performance measurement. To help do this, it uses tools such as 
the Conference Board of Canada’s econometric models, third party evaluations, client 
surveys, and Statistics Canada monitoring of clients. These have helped ACOA establish 
reliable indicators of the economic benefits of its programs, which have been used to 
refine and improve programs and provide information to Parliament. 


Report Overview 

This introduction has provided a brief overview of principal characteristics underlying 
ACOA’s work and evolution. In Section I, Chapter One traces the development 

and context of the Agency from 1993 to 1998, highlighting critical changes in how 
ACOA achieves its mandate. Chapter Two describes the tools being used by ACOA 

to do its work. 


Section II describes examples of how ACOA and its partners have created opportunities 
for increased economic development in Atlantic Canada. Section III estimates the 
overall impact of ACOA’s programs on the Atlantic economy. 
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The 1993-1998 Context 


~ Since 1993 ACOA has evolved in response to a number of factors. There has been a 
more targeted, cost-effective federal approach to economic development, for example, 
and the Agency has learned and applied many lessons over a decade of working in 
Atlantic Canada. External economic circumstances have also prompted change. ACOA 
is constantly adapting to ensure its programs help Atlantic businesses and communities 


benefit from developments in the global economy. 


This Chapter provides a chronology of ACOA’s evolution since 1993, and describes the 
factors behind the changes. 


1993 — A New Federal Government Approach 


ACOA’s second five years coincided with the election of a new federal government. 
The policy document, Creating Opportunity (The Red Book), addressed the regional 


economic development priorities of the new government, stating the need to adapt to the 
unique demands of communities where business decisions are made. Equally, Creating 
Opportunity emphasized that a strong national economy depends on strong regional 
economies. This support for Community-Based Economic Development (CBED) was 
an opportunity for ACOA to focus more of its energies to help communities take more 
responsibility for their own economic development. 


ACOA’s Strategic 
Priorities: 


Innovation and 
Technology 
Access to Capital 
and Information 
Business 
Management 
Practices 
Entrepreneurship 
Development 
Tourism 

Trade 


To do this, ACOA works with communities to help organize local groups, 
identify local resources, and link communities with other resources in 
provincial and other federal departments. ACOA also has partnered with 
community organizations to deliver business development programs to small 
businesses in areas that complement the Agency’s own assistance programs. 
This has ensured that ACOA programs are consistent with community 
priorities and that program delivery is cost-effective. 


ACOA’s priorities corresponded well with the economic development themes 
laid out in Creating Opportunity. Similarities included emphasizing the 
critical development role of SMEs, the need to develop entrepreneurship, 

the regional approach to economic development, and the need for government 
to work creatively, but responsibly, to improve access to capital for SMEs. 


1994 and 1995 — Program Review 


Two stages of Program Review were conducted in all federal departments 
and agencies to streamline operations and prioritize key activities. At ACOA, 
these reviews resulted in a comprehensive process of internal program 
evaluation and priority setting to improve Agency effectiveness. 
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To improve service to business clients and provide more consistent 


service throughout the region, the Agency began developing a single, Benefit-cost is mea- 
more flexible business assistance program. In 1995, the Business sured as the dollar 
Development Program (BDP) replaced the Action and Fisheries increase in Atlantic 


Alternatives programs, and the COOPERATION program focussed more GDP for every dollar 


on investments that bring benefits to an industry, a sector, or a community. of public and private 


In this more flexible approach, direct support to businesses took the form 


spendi th 
of fully repayable interest-free loans. There was continued focus on Cs 


manufacturing and business services, a new focus on knowledge-based oes 

and technology industries, and on firms seeking to develop new products 

or services or preparing to export. This approach placed greater emphasis Source: Analysis by 

on the longer-term economic viability of ACOA’s clients. ACOA based on The 
Evaluations of the ACOA 

The region now depends less on federal spending. For Atlantic Canada ~ COOPERATION 


as a whole, net dependence on federal spending dropped from 40% of 
GDP in 1980 to 20% in 1995.2 ACOA spending was 1.5% of total federal 
spending in 1996. With spending constrained, the Agency has focussed |. 

‘ activities offering the ea be for money. The Shae on ees eee: | 
external evaluations) shows that support for SMEs resulted in the highest >” 7 Line 
benefit/cost ratios at 5:1, 25 times more effective than transfers to persons. | Medium-Size Businesses, 
ACOA has continued to strengthen initiatives which make SMEs more Te ond 1997 | 
competitive. ——— 


Program (Coopers and : 
Lybrand, February 1994); 


Support for resource development and : ; 
infrastructure is only provided if the Benefit-Cost Ratios, Selected Measures of Support 


Agency is provided with additional funds 


for that purpose. An earlier type of support, 
the Loan Insurance Program, was 
discontinued. Although it produced positive 
benefits (a benefit/cost ratio of 2:1) it was 


Transfer Payments to Persons 
Government Office Relocation 


less cost effective when compared with Highway Construction 
direct support to SME’s. 

Loan Insurance 
Federal-provincial COOPERATION 
agreements have been consolidated into 
single, broadly-based agreements in New 
Brunswick, Nova Scotia, and Prince 
Edward Island. The same approach is being 7 | Support to SMEs 
adopted in Newfoundland as existing Q oe a Q ey 5 3 4 5 
agreements run out. Each agreement targets #3 #2. 


Forest Management 


Mineral Reconnaissance 


* Calculated by the Atlantic Provinces Economic Council. 
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a number of development areas that correspond to ACOA’s strategic priorities, and 
emphasizes rural and community development. Single agreements replace over 50 
older agreements addressing a wide range of development areas, bringing reductions 
in operating costs.’ 


Program Review in the Department of National Defence resulted in a number of 
Canadian Forces Bases being closed in Atlantic Canada. ACOA was given the 
responsibility of working with affected communities to help them rebuild local 
economic foundations. 


1995 — The Federal Budget: 
ACOA as the “Single Point of Contact” 


The 1995 federal budget identified ACOA as the “single point of contact” in Atlantic 
Canada for all federal programming for small businesses. As the managing partner, 
ACOA became responsible for establishing and managing the four Canada Business 
Service Centres (CBSCs) located in the Atlantic Provinces. This new role gave the 
Agency an opportunity to act more effectively as the federal representative in the region. 
A good example of this was extending access to the Canada Business Service Centres’ 
(CBSCs) information base to communities outside the current CBSC locations. Through 
partnerships with Community Economic Development Organizations, the CBSC network 
is being made available, via Internet technology, to a total of 105 existing Atlantic-based 
intermediaries. Using toll-free, fax, and Internet communications, CBSCs allow SMEs 
access to information on services available from twenty-eight federal departments as well 
as provincial and municipal governments and private-sector organizations. CBSCs have 
become key links for ACOA’s economic development partners. 


The federal government has increasingly made use of ACOA’s expertise and 

relationships in the region to deliver programs. These have included the community 
economic development component of the Atlantic Groundfish Strategy (TAGS), the 
Canada Infrastructure Works Program in the region and the Community Futures Program. 


1996 — ACOA Becomes a Member 
of the Industry Portfolio 


Since early 1996, ACOA has been a member of the Industry Portfolio of 13 departments 
and agencies that report to Parliament through the Minister of Industry. This change 

has brought greater coordination among and between regional development agencies and 
other departments and agencies in the Portfolio and strengthened ACOA’s capacity to 


* ACOA, Performance Report for the period ending March 31, 1996. 
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effectively advocate the region’s needs. The Portfolio’s mandate reflects federal 

priorities-SME development, trade and foreign investment, technology 

and innovation and youth employment — which again correspond well 

with ACOA’s priorities. 

“The government will — 
redouble its efforts to 


1997-98 — Renewed Emphasis on Rural 
Development 


ensure that rural 
communities and all 


The federal government has acknowledged that community development is ep  Cnae 


a bottom-up process and that rural Canadians are best placed to come up share in the economic 


with their own development strategies. To give effect to the priority on benefits of the global 
rural renewal, the federal government in 1997 approved the concept of the knowledge-based 
cross-government Canadian Rural Partnership Initiative. This initiative is economy.” — 


led by the Minister of Agriculture and Agri-Food. _ 
Speech from the Throne, 
ACOA has taken the lead role for the initiative in Atlantic Canada, ) oo 
coordinating a team of federal departments to help rural communities take 99 
full advantage of economic development opportunities. It is a natural role 

for ACOA in a region where 49% of people live in rural areas, compared to 
23% nationally*. As part of its support for community-based economic development, 
the Agency has undertaken measures to address the special challenges facing rural 


Canadians in developing their economies. 


When ACOA was created in 1987, one rationale was that a smaller, regionally focussed 
agency would be better positioned to adapt and respond to the region’s needs. Federal 
fiscal restraint and changing economic conditions have been challenges for the Agency. 
But they have also been opportunities for ACOA to revisit and strengthen its overall 
approach in order to achieve its mandate more effectively. 


a ee ee ee ee a ee ee 
“As defined by Statistics Canada in Population and Dwelling Counts, Cat. No. 93-305. 
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How ACOA Pursues Its Mandate 


To fulfill its mandate, ACOA pursues two distinct activities: 


1. Ensuring that a wide variety of business development tools and resources serve the 
diverse needs of the region’s emerging and existing entrepreneurs. 


2. Ensuring that all economic development programs and activities in Atlantic Canada 
are coordinated and designed to improve the climate for business growth generally. 


Partnerships 


Mission To meet its mandate of increasing opportunity for economic development 

To work in in Atlantic Canada, ACOA’s mission statement embraces the principle of 
; artnership. 

partnership with the : a 

people of Atlantic The Agency has put into place an extensive network, plus the structures 


Canada toward the necessary to carry out its mandate. At the federal level, the Agency has made 


long-term economic 
development of 


the region. 


partnership arrangements with other Industry Portfolio members such as the 
National Research Council, the Canadian Space Agency and the Business 
Development Bank of Canada to ensure that activities in support of SMEs 
complement and reinforce one another. 


In the private sector, ACOA engages directly with corporate executives of firms, 
industry associations, as well as with business and community organizations, research 
institutions and the academic community. The ACOA Minister, Secretary of State and 
Agency staff deal directly on a day-to-day basis with political leaders and senior 
officials of provincial and local governments. ACOA regional Vice-Presidents chair or 
play key coordinating roles in federal councils in each province. These councils bring 
together federal department heads in the region for information exchange and 
policy/program coordination. 


An example of a special form of partnership is ACOA’s activities to support the economic 
development of the official language minorities in Atlantic Canada. As part of its 
commitment to implementing Section 41 of Part VII of the Official Languages Act, 
ACOA works with key economic players and plays a front-line role in economic 
development activities in communities in order to contribute to the federal government’s 
commitment to the protection and promotion of official language minorities wherever 
they live. The Commissioner of Official Languages acknowledged the Agency’s work by 
naming it on the 1996 Merit List for the development of minority-language communities. 
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Atlantic Canada’s four provincial governments and widely-dispersed population create 
the need for increased coordination of efforts on a regional basis. ACOA is unique in 
Atlantic Canada in its ability to access and bring together leaders throughout the region 
to focus on a common, shared economic agenda for the region. The Agency has actively 
pursued strong, harmonized partnerships as the basis of regional economic development. 
An important example is: 


* The Federal-Provincial Harmonization Committee. Chaired by the President of 
ACOA, this Committee is made up of provincial deputy ministers of Economic 
Development and Intergovernmental Affairs. It shares information and coordinates 
federal and provincial economic programs and activities throughout the region. 
Highlights of achievements to date include initiatives such as the International 
Business Development Agreement and the Atlantic Canada Tourism Partnership. 


Economic Policy Research 


Consistent with its legislated mandate to represent the interests of Atlantic 


Canada in federal policy formulation, and to help coordinate federal “The output of the 
regional development efforts, ACOA has maintained a core capacity for competitiveness 
economic research in support of program development, policy analysis programme is the 
and advice regarding key trends affecting the region’s economy. During most extensive 

the five-year period covered by this report, the Agency’s policy research benchmarking 


effort matured significantly by developing a more strategic focus, 
engaging external partners in the policy process, and adopting a 
pro-active approach to disseminating research results to key stakeholders 
and the general public. 


exercise ever 
performed on a 
_ Canadian region.” 


Today, ACOA’s policy and research agenda comprises internally-driven | tae MNven, 
research activities as well as research carried out by and with external _ School of Management, 
partners. The research covers a range of economic and socio-economic ‘Daih ie University : 
topics. A research plan is maintained which reflects and supports key | | 
federal policies, and also ACOA and Industry Portfolio priorities and 
program initiatives. Moreover, it reflects emerging regional, provincial and local 
economic issues, structural challenges and opportunities in the Atlantic economy and 
sector-specific considerations. The approach optimizes regional stakeholder interest and 
engagement through an expanding network of regional partners including public policy 
organizations, universities, the economics community, business associations, and firms. 
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The core theme of the economic policy research agenda has been the competitiveness 

of the Atlantic Canadian economy, beginning with an extensive effort to benchmark the 
region’s competitiveness based on international standards and current economic 
thinking. Initiated in 1995, study reports were completed and released in 1996 and 1997. 
Officials from the OECD and the World Economic Forum in Davos, Switzerland suggest 
this is the first attempt by any region to use international models to benchmark its 
economic competitiveness in an international framework. 


Strategic Priorities 


Figure | demonstrates how ACOA’s strategic priorities represent areas that are 

critical to Atlantic Canada’s economic development. They reflect the needs of Atlantic 
entrepreneurs, address key economic trends, and support the priorities of the Industry 
Portfolio. 


Service Lines 


ACOA’s service lines are the links between strategic priorities and clients. They are 

the day-to-day programs through which ACOA does its job. Figure 2 illustrates the 
relationship between mandate, strategic priorities, and service lines grouped in terms of 
core and non-core activities. 
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Figure 1 - The Global Economy and ACOA's Priorities 


Economic Context 


- Knowledge economy opportunities 
- Weak R&D spending in the region 
- Using technology to add value to 
natural resources 


- Relative difficulties in obtaining bank loans 
- Shortage of equity 

- Special needs of rural areas 

- Needs for business information and 


- Need for improved competitiveness in the 
face of global competition 

- Export success requires improved quality 

Management = 

_- Workers need basic literacy skills plus 

ist it skills upgrading 


- Mentoring/training improves chances 
of success 

- SMEs are major source of employment 

New businesses foster independence 

_ from traditional sectors. 


- Fast growing industry 
- Need to extend season 
. Important activity for rural areas 


- NAFTA 

- Increasing globalization 

- Economic opportunities from trade 
- Competitive pressures 


ACOA Strategic 
Priorities 


Innovation and 
_ Technology 


Access to 
_Information and 


Business 
Management 
_ Practices 


Entrepreneurship 
_ Development 


Tourism 


A 


Trade 


Examples of ACOA Activity 


- Supporting university - SME research 


partnerships 


_- New multi-media sector in Cape Breton 

+ Skills training to support new technology- 

_ based industries 

_- Bringing schools and rural communities on-line 


- Canada Business Service Centres 

- Partnerships with community economic 
development organizations 
_- Business Development Program 


- Workplace Literacy Program 
- Business management workshops in 


New Brunswick 


: Quality Management 


- The Centre for Entrepreneurship Education 


and Development 


- Black Business Initiative 
_ Aboriginal economic development in 
_ New Brunswick 
- Youth Entrepreneurship support 


i) 


- Atlantic Canada Marketing Initiative 

- Atlantic Canada Tourism Showcase 

- Atlantic Canada Tourism Grading Authority 
_- Support for individual tourism products 


- International Business Development 


Agreement 


- New Brunswick Training Group Inc. 


11 


He 


ACOA’s Five-Year Report to Parliament 1993-1998 


Figure 2 - ACOA’s Mandate, Priorities and Service Lines 


Mandate 


Legislated Mandate 


"To increase opportunity for economic development in Atlantic Canada and, more particularly, 
_to enhance the growth of earned incomes and employment opportunities in that region." 


Strategic Priorities 


Innovation and Technology 
Investing in technological research and skills development 
positions SMEs to profit from the "knowledge economy’. 


Access to Capital and Information 
To start or expand, SME's need the capital and information 
that smaller firms often find difficult to access. 


Business Management Practices 
Enhancing management skills in SMEs leads to an increase 
in survival, growth, and productivity rates. 


Entrepreneurship Development 
Support for potential entrepreneurs ensures that business 


Start-ups continue to generate new employment. 


Tourism | 
SMEs in the tourism sector must access new markets and 
develop new products to exploit global tourism trends. 


Trade 
Taking advantage of new export markets means SMEs 
continue to generate jobs and economic growth. 


Service Lines 


ACOA's Service Lines are the programs by which the Agency implements its strategic priorities. 


Core Service Lines: 

Business Development Program: 

The Agency's principal mechanism for direct financial support 
to SMEs offers access to capital in the form of unsecured 
loans and provides financial support to non-profit organizations 
who support Atlantic businesses. 


Canada Business Service Centres (CBSCs): 
These four provincial Centres provide access to information 
and advice to SMEs and aspiring entrepreneurs. 


Community-Based Economic Development (CBED): 
This approach addresses unique community development 
challenges and fosters self-reliance in local economic renewal. 


COOPERATION Program: 

This is the primary program for joint federal-provincial under- 
takings. Agreements focus on strategic investments that bring 
generic benefits to an industry, sector, community, or province. 


Policy, Advocacy and Coordination: 

The Agency works to attract federal procurement contracts, 
advocates Atlantic interests in federal policy making, and 
engages in a targeted program of socio-economic policy 
research. 


Non-Core Service-Lines: 
ACOA undertakes ad-hoc activities to address unique economic 
development circumstances. These include: 


- Base closure adjustment activities to generate economic 
diversification and new employment. 

- The community economic development component of the 
Atlantic Groundfish Strategy (TAGS). 

- Generating new employment through the Fixed Link 
Redevelopment Initiative. 

- Implementing the Canada Infrastructure Works Program 
in the region. 
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Resources 


ACOA is a small Agency with full-time equivalent employment of 371 persons in fiscal 
year 1997-98. The Agency’s Core Programming (primarily the Business Development 
Program, the COOPERATION Program and Community-Based Economic 
Development) comprise over 2/3 of the Agency’s program spending. The balance of 
the Agency’s program spending is on Non-Core Programming. Most of the non-core 
activities are programs that the Agency delivers on behalf of other federal departments. 
These programs are usually designed to address specific problem areas of the national 
and/or regional economies. Examples of such programming are: The Community 
Economic Development and Economic Renewal components of The Atlantic Groundfish 
Strategy, Base Closures, Canada Infrastructure Works Program and the Fixed Link 
Redevelopment Initiative. 


As indicated in Figure 3 in the five-year period 1993-94 to 1997-98, use of ACOA 
resources on core programs (total core programming plus transfers to OGD’s for 
COOPERATION and transfers to OGD’s Others) equalled $1,603.9 million for an 
annual average of $321 million. By comparison in the first five-year period (1988-89 
to 1992-93), ACOA spending on core programs averaged $357 million. 


Spending on non-core programming by ACOA totalled $358 million for an annual 
average of $72 million during the 1993-94 to 1997-98 period as compared to an annual 
average of $12 million in the 1988-89 to 1992-93 period. 
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Figure 3 - ACOA’s Regional Development Resource Utilization 


1993-94 to 1997-98 ($ MILLIONS) 


Business / Service Line 
Development 


Core Programming 

Business Development 

Canada Business Service Centres 
Community-Based Economic Development 
COOPERATION Program 

Policy, Advocacy and Coordination 

Total Core Programming 


Non-Core Programming 

Adjustment Programs 
Fisheries Alternatives 
TAGS-Community Economic Development 
TAGS-Economic Renewal 
Base Closures/Slemon Park Corporation 
Fixed Link Redevelopment Initiative 
Bishop Falls 
Total Adjustment Programs 


Infrastructure 
Canada Infrastructure Works Program 
Total Non-Core Programming 
Total Development 
Corporate Administration 


TOTAL AGENCY SPENDING 


Transfers to OGD’s for COOPERATION 
Transfers to OGD’s Others (1) 


TOTAL ACOA FUNDS USED 
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422.8 
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gos 


435.8 


448.8 


300.9 


306.2 2,019.5 


(1) Transfers to other government departments (OGDs) reflect ACOA’s coordination role. Funds were transferred to top-up 
Other Government Department programs where this was deemed the best means of achieving regional development objectives. 
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Figure 4 - ACOA 1997-98 Expenditures 
Total Agency Expenditures: $325.8 m 


Business Development Program Direct support to businesses 


e indirect ‘Support to businesses "Business Development Program: 
38.9% - $126.6 m 
ERATION Program: 


80% -$294m_ 


oft organizations 


: . 


Corporate 


Canada Business 
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Section Il: ACOA at Work 


This section recounts ACOA’s progress and achievements in the economic development 
of Atlantic Canada and in implementing the federal government’s strategic priorities as 
listed in Section I. ACOA has learned to work in partnership with all other stakeholders 
in local and regional economic development. The examples in this section illustrate this 
partnership in action and the increased responsibility taken by partners in economic 
development. In this overall approach, ACOA can be the lead coordinator, can have a 
prime responsibility for implementing a program or project, can share these roles with 
other partners, or can simply be one of several players. 


The chapters in this Section II are: 


¢ Innovation, Technology and Skills Development; 
¢ Small Business Development; 

¢ Entrepreneurship; 

¢ Tourism; 

© rade: 

e Community-Based Economic Development; 

¢ ACOA as federal delivery agent; and 

* — Policy Research and Analysis Initiatives. 


Although examples may fall under one of these headings, this does not mean a project 
or program’s impact is limited to that priority or theme. One characteristic of ACOA’s 
work is its multi-dimensional impact. Assisting a business in a community not only 
means support for the business, but also for the community where it resides. Helping 
people gain access to, and understand the use of, modern technologies not only helps 
individuals and families, but is also an investment in industries and communities. 
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Shapter 
Innovation, Technology and 
Skills Development 


The Atlantic economy traditionally has depended on resource extraction 
and processing. Industries such as forest products, food processing, and 
minerals remain important, but have been growing slowly or even 
declining in relative terms. These trends are expected to continue. At the citizens learn the 
same time, “knowledge-based” industries, such as information technology judgment and skills 


Our education system 


has to help our 


(IT) and biotechnology, have been growing rapidly world-wide. These required to manage 
industries must become integral parts of the Atlantic economy as growth the overwhelming 
sectors in their own right to enable the region’s SME sector to remain 


competitive and expand. ‘ : 
: 8 that is available to 


Building knowledge-based industries in Atlantic Canada begins from ee ey 


a strong foundation. There is a good infrastructure in universities and definition of literacy 


various research facilities, although linking this capacity to industrial in our society should 
and market needs could be improved. The region’s educational system include the ability to 
produces proportionally more engineering and science graduates than _ use computers to 

other parts of Canada.° Fostering industries and companies will provide access and create the — 
opportunities to those who would otherwise have to leave the region to knowledge base of the 
seek jobs. ops century. 


Offsetting these advantages, Atlantic Canada has a shortage of 
experienced managerial, professional and technical workers. Making up 
this shortage means the region must bring in the necessary expertise from 


Honourable 
_ John Manley, 


outside, or must train and then retain more Atlantic residents. There is also ™" dy edness 


a lack of strong industrial clusters. Strengthening existing clusters, and 
creating new ones, means building alliances between firms, governments, 
universities, and other institutions. 


ACOA’s support for innovation and technology centres on helping SMEs increase their 
productivity and technological diversity. This involves developing and commercializing 
new products and processes; developing, acquiring, and retaining skilled workers; 
diffusing technology; and fostering the growth of clusters. ACOA and its partners do 
this in several ways, including: 


helping companies innovate; 

helping workers develop technical skills; 

helping people understand and use technology and science; and 
helping build alliances and partnerships for technology development. 


cP ead gate = 


° Statistics Canada, Cat. No. 81-229-XPB. 


amount of information © 


ax 
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1) Helping Companies Innovate 


There are few better examples of the benefits from government risk-sharing with the 
private sector than innovation, where the risks are high but where success can lead to 
significant economic benefits. Statistics Canada data demonstrate the contribution that 
ACOA can make to business innovation activity. Between 1993 and 1995, average R&D 
expenditures in firms receiving ACOA innovation support rose by 14% compared to a 
decline of 30% in all firms reporting R&D.* 


In 1997, an ACOA review of innovation projects estimated that Just over half of projects 
assisted had success or potential for success. However, the benefits exceeded the risks as 
successful projects generated additions to regional income equal to 4.5 times the costs of 
all projects both successful and unsuccessful’. 


Example 1: Essential Lessons from the Innovation Process 


The lengthy process When creating a new commercial product, there are uncertainties, up to and 
of bringing a new including commercial failure, along the way. Innovation in particular faces 


technology-based 


high risks and long pay-off periods. 


process successfully Government support for this process often involves not only financial 
to market, and the assistance, but also a high degree of “hand-holding” including seeking 


pitfalls along the 
way, demonstrate 


two required 


technical advice, encouragement, and “reality checks”. This can entail 

more commitment of time than is usual for other types of business support, 
and an enhanced technical capability on the part of the staff person assigned 
to a project. 


qualities — patience 


and diverse partners. 


An example of the process comes from Moncton. In the mid-1980s, an 
optometrist/entrepreneur approached a federally-supported (now ACOA- 
supported) research institute at the Université de Moncton with an idea for 
an electronic process to manufacture eyeglass frames. A reading device would measure 
the contours of the frames and electronically transmit these measurements to a cutting 
machine. The reading device and cutter could be in the same room or in different cities; 
distance between them did not matter. 


The project eventually led to one of the world’s most advanced optical equipment 
manufacturing labs in Moncton, employing 40 highly-skilled people with the prospect 
of 110 more jobs within 12 months. But the initial project failed in the late 1980s. The 
research and ideas were strong, but the product was launched too quickly, there were 


° Statistics Canada, Employment Dynamics. 
" ACOA, Innovation Element Review, Overview of Results, April 1997. 
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production problems, the market wasn’t ready for the product, and eventual users were 
not equipped to work with the new technology. Government’s willingness to stay with 
the project, to preserve some of the hard work that had already gone into it, helped it to 
its current success. 


The software related to the original project was sold to a local entrepreneur, who 
secured new investors (not governments) and began more marketing. Most importantly, 
the process became more sophisticated when one of the project engineers sought ACOA 
help to develop the technology to cut the surface and contour of eyeglass lenses, rather 
than just frames. New private investors were sought ($11.5 million for R&D, marketing 
and working capital). Contracts worth $67 million are currently being negotiated, and 
sales of about $150 million are expected in the second year of operation. Some of the 
original researchers are still with the company. A technology company of this type is 
likely to foster more entrepreneurs. 


Two lessons from this story are: 


* patience — it took 10 years for significant benefits from the project to become 
reality, including a business failure along the way; and 


* diversity of effort — finding investors, and effective marketing must accompany 
new technological developments. 


Example 2: Knowledge-based industries in Nova Scotia 


The information technology sector in Nova Scotia has been growing Knowledge-based 
rapidly. Some 300 companies make up the IT sector in this province 
today. A study recently completed by the University College of Cape 
Breton (UCCB) indicates a broad range of skills in the region, including 
systems analysts and programmers.’ This is a competitive advantage ina Scotia, involving new 


industries begin to 
develop in Nova 


sector that is crying out for qualified workers throughout North America. technology skills and 


Alliances and partnerships have evolved, supported by ACOA and the helping community 


Enterprise Cape Breton Corporation (ECBC). For example: economies diversify. 


* The Technology Advisory Group is essentially a “network” that 
allows IT professionals to stay in touch with each other; 


“Accessible Technologies, Cape Breton Information Technology Human Resource Inventory. 
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¢ UCCB provides technical services to business and industry, supported by a 
Memorandum of Understanding with ECBC; 


¢ The Information Technology Association of Nova Scotia has 160 member 
companies, and was set up with funding from the Canada-Nova Scotia 
COOPERATION Agreement on Economic Diversification; and 


¢ The Telecom Applications Research Alliance (TARA) received support to set 
up from the Canada-Nova Scotia COOPERATION Agreement on Technology 
Development in 1994. TARA is mainly privately funded with only 27% of its 
initial five-year funding provided by government. Although still predominantly 
Nova Scotia-based, TARA has begun attracting members from other provinces 
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(Newfoundland, New Brunswick, Quebec and Ontario) who are drawn by its 
capacity to support the development of telecom-based services and products. 


“When I was working 
with IBM Canada 

in Toronto, and consid- 
ering starting my own 
company, assistance 
from ACOA was the 
deciding factor, not 
only to take the first 
step but also to move 
back to Cape Breton 
to do so. In addition, 
ongoing support from 
ACOA programs have 
been instrumental in 
the continued growth 
and success of our 


company.” 


_ Mathew Georghiou, 


President. 


MediaSpark 


_ IT Solutions Inc. 


Recent technology-based developments in Cape Breton are evidence of a 
welcome economic diversification in the island’s economy, long associated 
with mature industries like coal and steel. New, knowledge-based industries 
have now developed there, especially in the burgeoning field of multimedia 
products. This is not only based on the skills of local entrepreneurs, but 
also on their passionate desire to live and work in Cape Breton rather than 
anywhere else. 


Two companies that typify the new developments in Cape Breton are 
MediaSpark IT Solutions Inc. and Fitzgerald Studios. MediaSpark was 
founded by Mathew Gheorgiou, who initially left Cape Breton to work for 
IBM Canada in Toronto. In 1994 he was lured back by the prospect of 
being his own boss and by the fact that he wanted to live in Cape Breton. 
With assistance from ECBC and ACOA he set up MediaSpark, a company 
that provides custom programming, graphic services, web sites, and other 
software products for clients in Cape Breton, mainland Nova Scotia, other 
parts of Canada, and customers in 100 countries around the world. 
MediaSpark now employs seven people in Sydney. 


Fitzgerald Studios was founded by professional photographer Owen 
Fitzgerald. The company has made its name by producing CD-ROMs, 
notably one that tells the story of the Fortress of Louisbourg, and another 
about the life and work of Alexander Graham Bell. The most recent product 
tells the story of the Acadians. ACOA supported the production of the 
Louisbourg CD-ROM. Multimedia now accounts for 90% of Fitzgerald 
Studios’ output. 
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Both MediaSpark and Fitzgerald Studies received recognition as two of the top “25 
UP & COMERS” in Canada under the “Tech Watch BRANHAM 200 SOFTWARE 
COMPANIES” list. 


Working in multimedia involves different skills, including artists (photographers, 
videographers, musicians), technicians, writers and editors, and business people. Neither 
MediaSpark nor Fitzgerald Studio are big enough to have all these skills in-house. But 

they can have access to most of them through a network called MEDIA fusion that 

brings together professionals in Cape Breton and (increasingly) mainland Nova Scotia. 
MEDIA fusion was supported by ACOA and the Province of Nova Scotia under the 
COOPERATION Program. In Sydney, a new initiative is also taking shape, whereby 

the old Courthouse building will be turned into the Silicon Island Innovation Centre, 

and will house a number of multimedia companies, all working in the closest proximity 

to each other. Both federal and provincial governments are supporting the conversion 

of the building, which it is hoped will be completed for occupation by A far-sighted 
the end of 1998. The Centre signed up 22 tenants before work on the 


conversion actually began. When it opens, it will already be full, and proposal in 1989 helps 
there is a waiting list to get in. a traditional resource- 

1? ae based industry to 
Example 3: The Canadian Centre for Fisheries Innovation (CCFI) ; 

modernize. 

In 1989, Memorial University of Newfoundland (MUN) approached 
ACOA for assistance to develop a centre for applied research and develop- “The research [on 
ment in the fishing industry. This was at a time when cod stocks were how to reduce roll on 
declining steadily, and there was doubt about what such a centre could do board the company’s 


to help. CCFI, now in its second contract with ACOA, has completed more vessels] allowed us to 
than 330 projects in nine years. There have been 178 projects since 1993 in 


; i make improvements 
the centre’s three core areas - aquaculture, processing, and harvesting. 


that resulted in a 


The focus on R&D has steadily picked up. From researching Atlantic PH) cealhy pode 


halibut and sea urchins to improving vessel safety and comfort, CCFI We are able to have 


is integral to the fishing industry in Newfoundland and Labrador today. a longer fishing 
CCFI can offer technological support to fishing companies in a number season, and stay out 
of ways. One example is given in a recent evaluation of CCFI.’ The for more days.” 
development of an anti-roll tank has enabled a 20% increase in fishing 

effort expected to result in increased landings of $4 to 6 million per year. he donde 


CCFI is housed in the Marine Institute at Memorial University, 
Newfoundland’s principal research centre. It brings together researchers 
from fishing technology, biology, and business administration. It also has 
access to other MUN research skills like those in the Centre for Cold 
Ocean Resource Engineering and the Ocean Sciences Centre. 


“President, 


heries and 


Simmonds Seafoods 


* Baird Planning Associates and Andrews Port Services Ltd., Evaluation of the Canadian Centre for Fisheries 
Innovation, June 1998. 
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The evaluation reports that over the past four years, CCFI has contributed $4.5 million to 
R&D projects levering almost four dollars for every dollar invested, for a total investment 
of $21.7 million. 


The evaluation concludes that ““CCFI has contributed enormously to the diversification, 
growth, improved viability and competitiveness of the fishing and aquaculture 


industry.... the existing and potential pay-off from CCFI’s activities is enormous, 
easily justifying its modest budget”. 


As a community 
struggles to renew 
its economic base 
after a military base 
closes, ACOA helps 


build new industries. 


The aviation industry 
is experiencing 
radical growth and 
consequently the 
industry was literally 
crying out for trained 
people. All sectors of 
the Island aerospace 
industry have identi- 


_ fied lack of training 

_ and continuing educa- 
_ tton as major barriers 
to the future develop- 
~ ment of the industry. 


- Alex MacAulay, 
Presiden, — 
| Holland College. 


2) Helping workers develop technical skills 
Example 1: Aviation Maintenance Institute 


There was no aerospace industry in Prince Edward Island in 1991. In 1998, 
it is the fourth largest industry (by revenues) in the province. All of this has 
happened at the former CFB Summerside, that with ACOA involvement has 
become Slemon Park, housing a variety of aerospace-related companies. (The 
story of ACOA’s involvement in converting CFB Summerside to Slemon Park 
is told later in Chapter Nine.) 


Such rapid expansion cannot take place without a pool of skilled workers. 
In PEI, this pool was built virtually from scratch, with ACOA’s help. The 
Agency helped establish the Aviation Maintenance Institute at Holland 
College in partnership with Human Resources Development Canada. 
Graduates from the Institute would become available for aerospace 
companies locating at Slemon Park, like Weibel, Testori Americas, and 
Atlantic Turbines Ltd. 


Some 60 companies across Canada were surveyed to determine course 

content, leading to the compilation of a list of 200 required skills. Students work 
on five different aero engines. The speed with which the Institute was put in 
place meant that the first graduates from the program completed training in mid- 
1994, while the Institute itself was not officially opened until early 1995. All of 
these first graduates are still employed in aerospace, ten of them at Slemon Park. 


Slemon Park’s aerospace-related tenants now employ a total of some 250 
technicians (150 at anchor tenant Atlantic Turbines Ltd. alone), 85% of whom 


are Islanders. The average wage of these workers is about 12% higher than the provincial 
average. Island-based aerospace industries in 1996 had revenues of $76 million, or 

$10 million more than the value of lobster landings in that year. All of the output from the 
sector is sold in markets outside PEI, and the vast majority of this (an estimated 95%) 
outside Canada. Although human resource development is not a traditional role for ACOA, 
its rapid response to a stated need for trained personnel to regain jobs lost through closure 
of CFB Summerside was critical to the growth of aerospace at Slemon Park. 
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Example 2: Woodworking Training and Value-Added Development Centre 


High tech is not only about aerospace, or information technology. It is ACOA supports 
also about adapting new processes in traditional industries like forest 
products, which have been a staple in the New Brunswick economy for 
centuries. A survey of 230 woodworking firms (mainly producers of 
items such as furniture, cabinets, doors, windows, toys, and so on) technologies, then 
indicated a very strong need for support in advancing and applying new helps train people 
technologies in the workplace, and for training programs to teach workers 
how to use these technologies. 


traditional industries 
looking to adopt new 


and companies on 
how to use them. 


In response to this need, ACOA teamed with the New Brunswick 

Department of Advanced Education and Labour to establish the 

Woodworking Training and Value-Added 

Development Centre at the Campbellton Having trained individuals who can make maximum use of the 
campus of the New Brunswick Community — equipment makes us a great deal more competitive. With that kind 
College in 1995. The Centre’s primary _of capability we can bid on any kind of job. 

purpose is to provide industry with a 

technology-adept graduates who will 
help to both maintain and enhance its 
competitiveness, and also assist in the 
development of new products. The Centre 
teaches state-of-the-art software, such as 
Vision 2020, the Pattern System, 
AutoCAD, CADCAM, and MasterCAM. 


Kerry Ross, General Manager, Skyway Wood Products, Miramichi 


) definitely saved us time and money. It’s a real benefit to local 


try to have a facility with the equipment and the know-how. 


The Centre also works with companies to develop or adopt new technologies for their 
operations. Forest Ice Inc of Bathurst, for example, sought the help of the Centre to 
develop a more efficient way to manufacture broom-ball stick handles. Skyway Wood 
Products in Miramichi sought advice from the Centre to determine the type of 
equipment it needed for a new plywood laminating process, and how this should be laid 
out. Other companies (including Flakeboard, Groupe Savoie, and J.D. Irving Ltd.) are 
supporting the Centre by providing material and equipment for training purposes. 


3) Helping People 
Understand and Use STEM~Net has evolved to serve both teachers and students in 


Technology and Science all parts of Newfoundland and Labrador, and the student focus 
has become an increasingly important and rewarding part of 
Improving community access to technology STEM~Net’s progress. 
means people learn how to use it and / i 
understand it. The ways the provinces have wes Povo tecs A/Director STEM-Net 
done this demonstrate both similarities and (77770 @ 0 
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_ [STEM~Net] allows 

_ for direct communica- 
tion with other teach- 
ers in a cost-free 

_ manner, and it brings 
resources and learn- 

_ ing aids for teachers 


together in one place. 


"Leo Etchegary, 
High School mathematics 


_ teacher, Mount Pearl 


We have been very 


impressed with 


STANet’s innovative 


programs, especially 


_ the use of the latest 


computer technologies 


to get science 


messages out to 
schools, teachers, 
government and the 
general public. Our 
common goal, to 


increase science 


literacy, has been 

_ greatly enhanced as 
a result of our part- 

_ nership with STANet. 


_ Clair Ripley, 


Coordinator, Atomic — 


Energy of Canada Lid 


differences. Newfoundland and Nova Scotia, for example, have built 
specialized communications networks. Prince Edward Island has a broadly- 
based development initiative involving governments and the private sector as 
partners. New Brunswick has helped schools buy computer equipment and 
establish access to the Internet. ACOA has been involved in all these projects 
for some time, recognizing the importance of enhancing people’s under- 
standing of what technology means for them. 


STEM~Net (Science, Technology Education, Mathematics Network) in 
Newfoundland, and STANet (Science and Technology Awareness Network) in 
Nova Scotia are broadly similar. STEM~Net is school-based, aimed primarily 
at teachers but increasingly also at students. STANet is primarily aimed at 
adults. STEM~Net was established in 1993 with financial support from the 
Canada-Newfoundland COOPERATION Agreement on Human Resource 
Development, and represented Canada’s first province-wide Internet server. 

It has the dual purpose of being an on-line resource for school and college 
teachers. Based at Memorial University of Newfoundland, students can use 
STEM~Net to take part in different projects. A partnership with Cable 
Atlantic brings the Internet to more than 175 schools in Newfoundland. 

A recent phone survey of 440 teachers indicated 90% of them use the Internet 
monthly, and an equal proportion said their use of IT has increased for 
teaching purposes. STEM~Net has influenced the development of Industry 
Canada’s SchoolNet. The SchoolNet News Network, for example, is a 
national student project developed and managed by STEM~Net. 


STANet was developed in 1995 to address the issue of science literacy. It 
links organizations with an interest in promoting science and technology, and 
provides information on IT activities. Its primary goal is to foster a science 
and technology culture in Nova Scotia. There is a long-term aim of develop- 
ing a Science Council for Nova Scotia. ACOA has supported STANet from its 
inception, through the Canada-Nova Scotia COOPERATION Agreement on 
Economic Diversification. STANet won the prestigious Michael Smith award 
for Science Promotion in 1997, and has been recognized by the Conference 
Board of Canada’s Excellence in Business-Education Partnerships. 


Prince Edward Island’s Knowledge Economy Partnership (KEP) is an alliance 
of federal and provincial governments, the University of Prince Edward 
Island, Holland College, and the private sector. It began in early 1997 as 

a provincial initiative, aiming to identify the potential that the knowledge 
economy holds for Islanders. The federal government recognized its 
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importance in shaping the business environment of Canada’s smallest 
province, and rapidly offered its support. KEP intends to establish the 
first province-wide broad-band network in Canada as a new way to build 
business capacity. ACOA co-chairs KEP. 


This important 
partnership is 
already making 


Prince Edward Island — 


KEP concentrates on three keys to success in the knowledge economy: _ a leader in the 


education, information — 


* Better, faster, more effective client service; 
* Better IT skills for Islanders; and 
¢ Job creation in knowledge-based industries. 


_ and high technology 
_ fields. And that’s 
precisely what it is” 


KEP includes a funding program to spur private-sector development of Land 10 90 


knowledge-based enterprises-some 28 proposals were received in the 


first wave, and 21 were approved, with support of almost $1 million. aden a ee 
Some of the objectives of KEP are: / Premier of Prince 
Edward 


* to strengthen relationships between governments and citizens; 

* — to allow rural communities better access to information and services; 

* — to provide better, faster public service, eliminate duplication in 
service provision, and enable costs savings; and 

* to create jobs in knowledge-based enterprises. 


Partners committed $1 million to KEP in its first year of operation (1997/98). ACOA 
provided 80%, with the provincial government and the Department of Veterans’ Affairs 
each contributing 10%. 


The Cutting Edge Technology for New Brunswick Schools program was supported by 
the Canada-New Brunswick COOPERATION Agreement on Entrepreneurship and 
Human Resource Development. Between 1992 and 1996 it has helped schools obtain 
computer equipment and helped them get access to the Internet. By doing this, new 
federal and provincial initiatives (SchoolNet, Community Access Centres) have had a 
better chance of working in New Brunswick. Both English and French School Boards 
were able to develop business-education partnerships and community-school partner- 
ships because of the equipment acquisition program. 


Helping people understand and use technology means several things. It recognizes that 
Canada is in the middle of an economic transformation in which information and its 
transmission is becoming paramount. The key resource in turning this to our advantage 
is people and their skills. To the extent that ACOA can help Atlantic Canadians become 
more familiar with technology, it prepares the region for a better future. 
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4) Helping Build Alliances and Partnerships for 
Technology Development 


ACOA helps clinical 
researchers in the 
four provinces 


combine their efforts 


to attract contracts 
to test new pharma- 


ceutical preparations 


in Atlantic Canada. 


Association officials 
attributed much of the 
investment increase to 
the work of Clinical 
Trials... “They have 
done a superb job in 

_ demonstrating the 
expertise and the 

infrastructure required 
is not only available 

_ but competitive.” 


Greg Hines, 
chairman of the Pharma, : 
ceutical Manufacturers 
Association of Canada 

_ =(Chronicle Herald, 

“May 29,1998) 


The best example of this role involves the Clinical Trials Atlantic Corporation 
(CTAC). This is a partnership of universities in all four provinces, and teach- 
ing hospitals in Newfoundland, Nova Scotia, and New Brunswick. CTAC aims 
to develop a knowledge-based cluster in the region centred on medical devices 
and services. It will do this by establishing a network of skilled investigators 
and research coordinators, and by increasing clinical research spending 
capacity by means of better marketing to the pharmaceutical industry. 


Bill C-91 in 1993 extended the period of patent protection for new drugs in 
Canada, to enable proprietary pharmaceutical companies recover the large 
costs of developing and testing new drugs. In return, the companies agreed to 
increase their levels of research spending in Canada. In 1994, 1.6% of this 
spending was in Atlantic Canada. An ACOA-commissioned study identified 
that industry cooperation was needed to maximize research investment in 
Atlantic Canada. 


CTAC came together as a result of ACOA’s efforts, in partnership with the 
Pharmaceutical Manufacturers Association of Canada and the Medical 
Research Council. CTAC became self-supporting in 1998 through funding 
from its members and revenues from other sources. The Clinical Trials 
Atlantic Corporation reported that: 


* it played a key role in increasing the Pharmaceutical Manufacturers 
Association of Canada spending from $8.4 million in 1995 to 
$16.0 million in 1997 "; 


* Atlantic Canada’s share of total Canadian R&D spending has risen 
from 1.1% in 1991 to 2.4% in 1997; 


* it established a regional network of more than 500 researchers and 
200 experienced coordinators; 


* increasing pharmaceutical industry investment and spending in Atlantic 
Canada has increased the region’s capabilities in technology transfer 
and clinical testing. 


"© Source: Pharmaceutical Manufacturers Association of Canada, 1995, 1996, and 1997 Annual Reports. 
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Chapter 
small Business Development 


While SMEs account for the larger share of total business in Atlantic Canada, 

95% of all businesses created between 1989 and 1995 had fewer than 100 employees. 
About 90% had fewer than 20 employees. SMEs, both new and existing, were responsi- 
ble for over half (58%) of the new jobs in the region. The emphasis on small business 
development is entirely consistent with ACOA’s legislation, which regards SMEs as a 
means to increase economic opportunity, enhance earned income, and create jobs. 


It is a fact, however, that two-thirds of SMEs fail in the first three years of operation. 
This means they find it difficult to attract the necessary financial support to start up or to 
expand their operations. Studies have confirmed that Atlantic SMEs face their biggest 
hurdles in obtaining the necessary capital to successfully start and grow a business. For 
example, a recent survey of potential entrepreneurs identified “inadequate financing” as 
the single most important reason why their business idea did not materialize.'' Again in 
a recent survey of ACOA clients, 62% of companies identified access to capital as the 
most important support needed to achieve growth.” A survey by the Canadian 
Federation of Independent Businesses reached similar conclusions showing that small 
firms in Atlantic Canada “have more trou- 


ble than anywhere else in the country in _ Manufacturing Business Survival Rates 1990-1994 
securing credit.”'? Overcoming these hur- Atlantic Canada 


dles remains one of ACOA’s priorities. a ANB : ACOA Client 
|| Businesses lents 


Support to business does make a 
difference. New businesses supported by 
ACOA have had a better chance of survival 
in the first three years of operation when 
compared with all Atlantic firms.'* In 
manufacturing (where there has been a 
higher incidence of ACOA clients) one 

out of two new supported firms were still 
operating in 1994 compared to only one 
out of three for all Atlantic manufacturers. 


Percent Surviving 


Supported firms in other sectors, like 
tourism and business services, also stand 
a better chance of surviving. Statistics 
Canada surveys of ACOA clients 
conducted for the Agency in 1995 and 
1997 provide further corroboration of the impact of ACOA support. In a 1997 survey, 
only 3.8% of clients reported that the support had no impact on their business. Almost 
55% reported that the business met its objective due in large part to the ACOA support. 


" Atlantic Canada Benchmark Awareness Study, The Research Department Inc., May 1997. 
” Statistics Canada Survey of Small- and Medium-sized businesses in Atlantic Canada, 1997. 
"© Stéphane Robichaud, commenting on the Canadian Federation of Independent Business’ survey Credit Where 
Credit is Due, as reported in the Daily Gleaner, January 28, 1998. 
“ Companies that cease operations include mergers, change of ownership, failures and those not reporting income 
or filing corporate tax returns. OM f 
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‘Another 20% indicated that they met their objectives due in part to ACOA and 19% 


reported that while they didn’t meet objectives, ACOA support ensured the survival 
of the firm. 


ACOA support can be both direct (working with an individual company) or indirect 
(working with groups or industry associations). Indirect support to firms—to innovate, to 
develop export markets, and to improve their management or workforce skills—is the 
more important, accounting for over 60% of ACOA expenditures (Figure 4, p. 15). 


Access to Capital and Information 


The Business Development Program (BDP) emerged from its predecessor, the Action 
Program, in 1995. It is the principal means for ACOA to provide direct financial 
assistance to businesses and non-profit groups supporting business-related activities. 
Both Action and BDP were designed to help SMEs start up, expand or modernize, and 
took the form of interest-free, unsecured loans in February, 1995. 


ACOA also encourages conventional lenders to increase financing to SMEs, stimulating 
the creation of private and public sector investment funds to lever capital from other 
sources. Examples have been loans to PEI Capital Fund Inc. and to the New Brunswick 
Federation of Labour’s Workers Investment Fund Inc., and ACOA’s participation in the 
creation of a private-public venture capital 


Manufacturing Employment Change 1989-1995 Cee acne 
10 The effects of ACOA’s lending activities 
can be gauged from Statistics Canada data 

5 on employment trends. From 1989 to 
> D 1995 there was an overall decline in 
a 0 = manufacturing employment in both 
2 <= Canada and Atlantic Canada. Over the 
Ss “9 © same period, however, ACOA clients 
a - ai registered a 5.2% increase in employment. 

45 Further evidence of ACOA’s contribution 


to employment and business growth 

20 comes from the Statistics Canada surveys 
_ Atlantic ACOA Clients of Agency clients referred to above. Only 
5% of clients stated their projects would 
have gone ahead without ACOA support. 
More than 20% would not have occurred 
at all. The majority (62%) would have postponed or reduced their investments. Not 
only was there an average increase of eight jobs per company assisted, but clients also 
reported increased sales, including exports. The 1997 survey revealed that projects 
completed had generated sales increases of $1.2 billion from 1996 to 1997, or an 
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average of $437,000 per company assisted. About one-third of these extra sales were 
exports. Of those companies exporting, 68% indicated that ACOA had helped them sig- 
nificantly or somewhat. 


In terms of improving access to information, ACOA supports a client-oriented business 
information network based on Canada Business Service Centres (CBSCs), Community 
Business Development Corporations (CBDCs), and Community-Based Economic 
Development organizations. 


CBSCs are located in all four Atlantic provinces and provide business-related services 
and products to SMEs and aspiring entrepreneurs. In Atlantic Canada, they are run and 
coordinated by ACOA. The centres have on-site services, libraries and databases, but 
much of their information provision is accomplished by phone, by fax, and by Internet 
to all parts of the region. 


CBSCs have a mission to improve SME start-ups, survival, and rates of growth by 
providing access to timely, accurate, and relevant information and referrals. Walk-in 
(or store-front) centres were established, each with a 1-800 number, in 1993 and 1994. 
They have since established networks that link them to CBDCs and other community 
development agencies, to provide more services to rural areas and small communities. 
In 1997, ACOA’s Young Entrepreneurs ConneXion program added its own 1-800 lines 
targeted at people from 18 to 29 years old who are interested in starting or expanding a 
business in the region. 


In 1997-98, the four provincial CBSCs dealt with 81,406 enquiries, or 24% more than 
in 1995-96. A recent survey of clients confirmed that the CBSCs are providing a level 
of service that is as high as, or higher than, service quality leaders in the private sector.'° 
Service Centre client tracking by Corporate Research Associates Inc. found that 83% 

of clients claim that their specific needs for information or assistance were met or 
exceeded. 87% of clients found the Service Centres to be very (56%) or somewhat 
(31%) helpful in allowing them to make better business decisions. 


Business Management Practices (BMP) 


Research shows that enhancing management skills and increasing the adoption of 
formal business management practices can lead to better SME survival, growth, and 
productivity.'° Unfortunately, studies’ have also shown that Atlantic Canada ranked 
poorly against benchmarks for management efficiency, which partly explains why the 
region’s SME survival rate is lower than the national average. The objectives of the 
BMP initiative are to enhance the skills of business managers and owners, to increase 
their understanding of the benefits of BMP, and to stimulate increased use of BMP by 
SMEs in Atlantic Canada. 


** Corporate Research Associates Inc., Atlantic Canada Business Service Centres, Client Tracking Program, 1998. 
'* OECD, Baldwin, Johnson, Johanis (See Bibliography). 
” North America Policy Group, Atlantic Canada and the World: A Development Comparison, 1996. 
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We moved from six to 60 employees in 
four years, and we are still hiring. We 
_ would have 25 less engineers and techni- 
_ cians today without ISO certification. 


Don Dalley, 


Vice-President, Engineering, 
ea Systems Lid, StJohn’s 


Impact of Quality Management on 
Sales and Revenues 


Impact of Quality Management on 
Export Sales 


High | 
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ACOA’s efforts at improving BMP in the region can be illustrated 
by three examples, that are ultimately related to each other. 


Example 1: Quality Management 


There is evidence that extensive use of quality management 
practices results in a positive impact on firm productivity and 
market share.'* In early 1994, ACOA introduced a program to 
support quality management projects undertaken by SMEs. A 
survey in 1997 assessed the impact of implementing a quality 
program and determined the importance of ACOA support.” 
Interviews were completed with two-thirds of clients assisted. 
Most (84%) had implemented the ISO 9000 program. 


Market factors were mentioned most frequently as the driving force 
influencing a client to implement a quality program. One-third of 
clients cited customer requirements and 27% cited the ability to 
compete in export markets as the most important factors. The most 
common barriers were the associated costs and time it took to put a 
program in place. 


Respondents reported far-reaching benefits from their quality 
programs. Improvements in the internal work environment and 
work processes were the most common. Others were improved 
customer satisfaction, a maintained competitive position, and 
better profits. Almost three-quarters of clients attributed increased 
revenues to their quality program. Fully 70% stated the impact of 
the program was either high or moderate. A review of financial 
statements for 46 of 83 clients indicated increasing sales in three 
out of four cases. 


Almost three out of five (59%) clients said their quality program 
had improved access to export markets. Three-quarters said the 
program had either a high or moderate impact on their export 
sales. Almost 60% of clients said their quality program had 
contributed to an increase in employment. About two-thirds of 
companies actually increased their employment levels. 


The survey results indicated ACOA’s support has been vital in 
enabling clients achieve benefits. A high proportion of clients said 


all (19%), most (30%), or some (34%) of the benefits they gained from implementing 
quality programs were due to ACOA support. Several companies have gone on to 


" Industry Canada, Striving for Quality: Survey of Quality Management Practices in the Canadian 
30 Manufacturing Sector, 1993. 


“ ACOA, Impact of ACOA Support for Quality Management, March 1998. 
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implement further quality-enhancing activities of their own. ACOA support has spurred 
companies to develop quality as part of their corporate culture. 


However, the survey revealed a general need to raise the level of commitment to quality 
and to raise awareness about the benefits of better management practices. The approach 
adopted in New Brunswick is instructive. 
A series of workshops 
Example 2: New Brunswick Encourages Better Business organized by ACOA 
Management Practices and its partners 


helps SMEs improve 


Since 1996, improving business management practices in New 
managerial skills. 


Brunswick has been a priority for ACOA. Promotion and awareness 
of business management practices was crucial to obtaining the 
interest and commitment of SMEs. New Brunswick’s mix of rural and urban 


areas meant we had to be flexible about 
ACOA modified its consultant advisory service program so that 


it could respond to situations when account managers identified 
management deficiencies in their clients’ businesses. A self- 
administered diagnostics tool was developed to help do this. 

As well, an information kit was prepared on finance, service, 
and products which support quality initiatives. 


schedules and delivery. Local people 
delivered many of the workshops in their 
“region. We spread the business and 
Y opportunities around. That approach 
_ made it more accessible. 


Over 125 people participated in a conference on Business 
Management Practices hosted by ACOA and the New Brunswick 
Training Group Inc. in the Fall of 1996. Twelve skill-specific 
workshops on six major topics were offered by New Brunswick- 
based training companies. To make the sessions more accessible, 


they were offered again during the 1997/98 fiscal year at a number We looked at examples of marketing 
of locations around the province. materials, examined the rationale behind 


resident and CEO, 
ining Group Inc. 


them, discussed new ways to market, and 
Sixty-two training sessions were given in several centres. Some 600 _fistened and learned from each other, 
people participated, over 10% attending more than one workshop. Because it was delivered in our area, 
Many of the participating companies decided that the experience 
was worth sending employees to subsequent sessions. Satisfaction 
with the workshops was high. Seventy-five per cent of the partici- 
pants rated them as being either excellent or very good. As a result 
of the conference and the sessions, many New Brunswick SMEs 
started to take their first steps in training and quality programs. 


_ [knew many of the participants and the 
_ successes they'd already achieved. That 
7 had a real impact. — 


Jo McIntosh, owner of 


Pantry Soaps, Riverbank, N.B. 


Persuading managers to institute better management practices is 
one side of the equation. The needs of employees must also be met, 
especially as a first reaction is to resist changes to work patterns. A program to address 
workplace literacy in Nova Scotia demonstrates one way to overcome this resistance, to 
the benefit of both company and workforce. 
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ACOA and its 
partners help 
build a support 
structure to teach 
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Example 3: Workplace Literacy 


Workplace literacy is related to quality control. ACOA has been involved in the 
Workplace Literacy program since 1994 through the Canada-Nova Scotia 
COOPERATION Agreement on Economic Diversification. Other partners in the 
program include: 


¢ Employers and unions, providing both financial contributions and helping pay 

for materials; 
¢ The National Literacy Secretariat of Human Resources Development Canada; and 
¢ Participants in the program, who must also make a financial commitment. 


The breadth of this partnership, and the financial commitment involved 
($848,000 from the COOPERATION Agreement since 1994, plus 
contributions from other partners) are testament to the importance of the 
challenge of workplace literacy. But the relatively modest contributions each 
year from the COOPERATION Agreement have levered impressive amounts 


basic workplace of money from other sources. In 1996-97, for example, direct contributions 


literacy skills. 


of $245,000 leveraged a further $439,000 from other sources. 


Projects involving an employer are for a term of three years, with a declining contribution 
in each year. Surveys have indicated, however, that a significant number of work sites 
continue the program after government assistance has run out. Participating companies 
indicate concrete results from the program. Russell Metals credits the program with 
obtaining ISO 9000 certification after an earlier attempt had foundered due to the low 
education levels and knowledge retention of some of its workers. A program for the 
tourist industry in Baddeck, Cape Breton resulted in a marked improvement in the 
knowledge and interest of employees, and in the quality of the service they offered. The 
program has been held up as a model by the Conference Board of Canada in its report 
The Economic Benefits of Improving Literacy Skills in the Workplace. 


The program has been carried out at an average cost of $3,500 per site compared with 
anything between $15,000 and $50,000 per site elsewhere in Canada. Other jurisdictions 
have shown an interest in following Nova Scotia’s example. 


Procurement and Advocacy 


Helping Atlantic companies get more and better federal procurement contracts or sub- 
contracts is the aim of ACOA’s procurement and advocacy activities. 


ACOA does this in several ways, including arranging for principal contractors to tour 
the region to see what SMEs can do. For example, when the Diesel Division of General 
Motors and Hughes Delco Systems Operations received a contract to build Armored 
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Personnel Carriers (APC) for the Department of National Defence, ACOA arranged a 
Supplier Development Prospecting Tour in 1996 as a means for Atlantic companies to 
take advantage of the $152 million Industrial and Regional Benefits commitment built 
into the contract. As a result, several companies in the region got work on the APC 
contract, including Apex Machine Works, L & A, and Thomas Equipment, from 

New Brunswick; IMP - Aerospace Division from Nova Scotia; and NewTech 
Instruments Ltd, Garland Systems Ltd, and Steelcor from Newfoundland. 


Another area of interest is in space-related scientific and manufacturing activity. ACOA 
has a strategic partnership with the Canadian Space Agency (CSA) that builds on the 
region’s scientific and technology capabilities, and enables SMEs to benefit from space 
projects. ACOA has worked with the CSA and the four Atlantic provinces to encourage 
space-related R&D in the fields of Automation and Robotics, Space Technology 
Development and Microgravity Sciences. These efforts will expand space capabilities 
and enhance the commercialization of space technologies within Atlantic Canada. 


Several SMEs have benefited from the ACOA/CSA partnership: 


* Transportable Satellite Imaging Terminal, started as a $1 million development 
contract, is now being designed and built by a small Halifax company, IOSAT Inc. 
to assist the CSA and its commercial partner to market Canadian Radarsat products 
worldwide; 


¢ Guigné International Ltd of Paradise, Newfoundland received a contract in J anuary 
1997 for an intermediate upgrade program for the space-drums acoustic levitator for 
materials science research in microgravity. This contract is valued at $527,653: 


* Measurand Inc. in New Brunswick received a contract in August 1997 valued at 
$899,606 for the adaptation of advanced film animation techniques to a control 
environment. This contract is sponsored under the CSA STEAR Program which 
was established to encourage Canadian companies, universities and research 
organizations to develop new robotics and automation technologies with 
commercial and space applications; 


¢ Stratos Network Research Inc in Newfoundland received a $416,488 contract in 
August 1997 for the development of an open systems approach to satellite data 
communications; 


¢ Advanced Medical Technologies (AMT) of Charlottetown has received 
approximately $1.7 million in space subcontract work in recent years in machining 
sub-contracts from Spar Aerospace, the prime contractor for the government’s 
Space Station Mobile Servicing System project. 
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Entrepreneurship 


The Organisation for Economic Cooperation and Development 
published ACOA’s Entrepreneurship Strategy in 1996. In its 
introduction to the book, the OECD Secretariat noted that the 
strategy is particularly interesting “... because it makes the 
promotion of entrepreneurship an explicitly stated objective. 
Ofien, policy is framed in terms of helping firms export, introduce 
new technologies, train their workforce, etc. In contrast, the 
Canadian government outlined a comprehensive strategy to 
improve the effectiveness of government support for small and 
medium sized enterprises. ... The Canadian strategy is a long-term 


__ one, yet early results are promising.” 


| OECD, The Implementation of an Entrepreneurship Development one 
in Canada: The Case om the Atlantic Region 


Entrepreneurs are the future of the Atlantic 
economy. More than half of all gross new 
jobs in the region are created by entrepre- 
neurs starting new businesses. An Atlantic 
region with more entrepreneurs, and more 
people in every community with a desire 

to stay there and start a business, is a region 
moving steadily and confidently towards 
improved self-reliance and prosperity. 


This vision was introduced in ACOA’s 
entrepreneurship development strategy 

in 1990, and it remains central to the 
Agency’s mandate. Since its inception, 

the Agency has been involved in over 

650 entrepreneurship development projects, 
planning them, funding them, and 
completing them. Each project contributed 


to two principal goals - to increase the number of Atlantic Canadians in business for them- 


selves, and helping them succeed and grow. 


ACOA’s Entrepreneurship Strategy has five key elements: 


¢ Research: 


To create a more entrepreneurial culture, it is necessary to understand how 
entrepreneurs evolve. ACOA supports ongoing research on entrepreneurship and small 
business development. Since 1993, there have been research projects on home-based 
businesses, Francophone entrepreneurs, women entrepreneurs, young entrepreneurs and 
entrepreneurial start-ups. The Agency has also produced various editions of a handbook 


Thanks to our partnership with ACOA in the production of the 

’, more than 12,000 
Francophone viewers in Atlantic Canada have been exposed each 
week to the challenges and advantages of entrepreneurship. This 
enables us to demystify and promote entrepreneurship and 
encourage more people to get started in business. This is a per- 
fect example of the contribution ACOA makes to the development 
of our business community, 


television series “Temps d’ Affaires’ 


(Ronald Drisdelle, Executive Director, Conseil économique du 
Nouveau-Brunswick.) 
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entitled “The State of Small Business and 
Entrepreneurship in Atlantic Canada”. 


¢ Awareness and Promotion: 
Promoting entrepreneurship as a 
practical alternative to traditional forms 
of employment means being aware of the 
challenges of being entrepreneur. ACOA 
does this by participating in regional and 
national entrepreneurship recognition 
awards, publishing profiles of 
entrepreneurs and supporting TV 
programs such as “The Leading Edge” 
and “Temps d’ Affaires” which highlight 
entrepreneurial role models. 
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¢ Orientation and Education: 
Going beyond the general awareness of entrepreneurship, people must know how 
to become entrepreneurs. Much of ACOA’s focus in this area has been on young 
people. For example, a partnership with 
departments of education has been 
instrumental in introducing approxi- 
mately 60,000 public school students 
to entrepreneurship concepts in the 
classroom. A start has been made to 
do the same in the region’s colleges. 


A ayo ng entrepreneur, it can be very helpful to come together 


ng entrepreneurs to talk and share ideas. Until 
AC OA, here was no association for young 


canada. Through a partnership with 
ng chapters of the Young — 


taf rOVINCE. 


¢ Training and Counselling: 
Entrepreneurs just starting up or 
expanding their businesses need access 
to reliable counselling and training. 
ACOA joins partners such as economic 
commissions, Community Business Development Corporations, university business 
schools, and others to make sure advice is available when it is needed. 


¢ Network Building: 
The level of interaction among entrepreneurs is a strong indicator of the 
entrepreneurial vitality of a region. ACOA fosters events where those building 
an entrepreneurial culture can meet to 
communicate, share ideas, and 
coordinate activities with entrepreneurs. 


oe Atlantic Canadians Intending 
___ to Start Their Own Business 


A strategy to change people’s attitudes, 
and translate those attitudes into new 
business start-ups, must be evaluated over 
the long term. Early results, however, are 
promising. For example, some 16% of 
Atlantic Canadians expressed the “intent 
to form a small business in the next two 
years” in 1997, compared with 7% in 
1991. While it is not easy to determine the 
precise impact of ACOA’s contribution, the 
Agency activity can be considered 

a major factor given its level of involve- 


Percent 


SNS as co es 


ment in the promotion and support to 
entrepreneurship development. 


Building this entrepreneurship support structure remains central to ACOA’s mandate. 
In the following pages are some specific examples of projects involving entrepreneurial 
activities. 
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Example 1: The Centre for Entrepreneurship Education and 
Development (CEED) 


ACOA helps set This has private and public sector partners, and is funded in part by project 


up a centre to 


revenues. CEED’s goals are: 


increase and study * to bring entrepreneurship training to all parts of Nova Scotia’s 


entrepreneurs 
through the 


education system. 


hip education system; 

* to enhance the entrepreneurial spirit and development structures in 
Nova Scotia; 
to establish a catalyst and focal point to promote individuals, 
organizations, and agencies involved in economic development; and 

* to establish Nova Scotia as a world leader in the research, development, 
and implementation of entrepreneurship education programs. 


The cost of starting up CEED was 


The Centre, through Open for Business, has been a wonderful $2.3 million, with contributions from the 
place to share and gain information. It has provided an Canada-Nova Scotia COOPERATION 
opportunity for us to meet and network with other young Agreement on Economic Diversification, 
entrepreneurs. If I’m looking for a certain type of service, the Nova Scotia Department of Education 


I can find it through Open for Business or the Centre. 
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_ Charles Crosby, Crosby Communications Group 


and Culture, and private-sector partici- 
pants including Maritime Tel & Tel, the 
Royal Bank of Canada, and numerous 
SMEs from the province. 


CEED started in late 1995, and has been involved in over 40 projects since then. It has 
reached some 40,000 young people through courses, summer camps, conferences, and 
programs. The Centre is active in programs from Grade 3 to Grade 12. In the 1996-97 
academic year, 1,756 students in 55 schools were registered in its Grade 12 course on 
entrepreneurship. Full-time employees of the Centre are supplemented by students hired 
for four-month terms, to gain entrepreneurial experience and help in various projects. 
CEED’s Open for Business Program directly results in five to ten business start-ups a 
month. The Centre reports it is involved in about 1,000 business start-ups a year. 


A Venture Centre (a satellite of CEED) opened in the Fall of 1997 in Antigonish, and 
two others are scheduled for the Fall of 1998 in Yarmouth and Shelburne. These will 

allow students to start their own businesses while taking regular high school courses 

tailored to the business they are running. 


Example 2: Promoting Entrepreneurship in Special Communities 


Initiatives in Nova Scotia and New Brunswick have been designed for special 
communities. The Black Business Initiative (BBI) is a partnership to bring improved 
entrepreneurial skills and opportunities to Nova Scotia’s Black community. 
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A consultation process initially identified constraints to the community’s ACOA joins 


Sn partnerships to bring 


BBI was approved in mid-1995, and has a five-year, $5-million specially- tailored 


commitment from the Canada-Nova Scotia COOPERATION Agreement programs to the 

on Economic Diversification. It has four aims: Black community 

¢ to help create economic independence of individuals; in Nova Scotia and 

* — to further entrepreneurial development, education and training in the | tO Aboriginals in 
Black community; New Brunswick. 

* — to build partnerships and linkages to the broader business community; 

and 

* to create and improve access to private and public sector business support. 


Since starting, BBI has made 32 loans 


through its loan fund, and six investments BBI’s participation in trade shows and missions has helped at 


through an equity investment fund. There least two entrepreneurs into new markets for their products. 

have been five community development Dana Emmerson, President of Environmental Disposal Concepts _ 

projects, and 46 other forms of financial Ltd of Dartmouth, took his patented fluorescent lightbulb crusher 
assistance. These activities have resulted in to a trade show in Boston, and sold 20 of them. “Without trade 


52 full-time and 30 part-time jobs being 
created, and 53 full-time and 27 part-time 
jobs being sustained. BBI’s seven staff 
members work out of the Canada Business 
Service Centre in Halifax, but serve a 
wider constituency through a Website. 


. missions like this,” Mr Emmerson says, “it’s hard for businesses 


get set up in bigger markets like Boston.” Brad Miller, who 
assic Cheesecakes in Sydney, also went to Boston. “Two 
and the Market Basket (a chain of 57 grocery stores) 


| products, says Brad. 


ACOA’s involvement in a program to deliver entrepreneurial skills to New Brunswick’s 
Aboriginal people has involved tailoring ACOA’s particular expertise in entrepreneurial 
development, providing access to information and services, and coordinating with other 
partners for effective delivery of programs. 


There are 15 First Nations Communities and one Off-Reserve Council in New 
Brunswick, with a total population of about 10,000 people. The Joint Economic 
Development Initiative (JEDI) has existed since 1994 to further Aboriginal economic 
development in the province. It is a three-way federal-provincial-Aboriginal initiative 
that identifies and pursues opportunities that contribute to Aboriginal economic 
development. The Chair of JEDI is shared by ACOA, a provincial representative and 
a First Nations’ representative. Other partners in the initiative include the Business 
Development Bank of Canada, the Department of Indian Affairs and Northern 
Development, and Aboriginal Business Canada. 
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_ [just knew I had 


some business in me... 


_ The [Step- In] 
_ Program was 
_ wonderful. 


2 Ronalda Ward, 
__ aspiring residential rental 
__ property owner 


/ Ms Ward was one of 15 
women from the Red Bank 
/ and Eel Ground First 


: Nations who graduated 


_ from a Step-in course in 
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Aligning entrepreneurial development programs with the special needs of 
Aboriginals has been a challenging job, requiring ACOA’s coordination 
experience. The Agency has hired two Coordinators (both of them 
Aboriginals) to help deliver the program. Four other coordinators have been 
hired for field operations as part of JEDI. Three programs designed with 
specific constituencies in mind are: 


° Step-in Program, a training and mentoring initiative designed specifically 
for women entrepreneurs who wish to start, or have recently launched, a 
small business. This involves between 220 and 280 hours of training, 
mentoring, roundtable discussions and networking with SME resource 
people to enhance the understanding of what it takes to develop and run 
a business, and in particular to prepare a business plan. 


* Business Opportunity Program, designed to help people identify ideas 
for potential business opportunities. It is an 18 to 30 hour program after 
which participants are ready to prepare a business plan, and leads to 
initiatives such as the Step-In Program. 


¢ Youth Entrepreneur Program, aimed at 18 to 29 year-olds, provides 
exposure to small business through classroom training and presentations 
by guest speakers. Lasting about 100 hours, it is intended to raise the 
awareness of young people to SME potentials and opportunities. 


ACOA’s principal roles within JEDI have been to smooth clients’ access to services 
(tailoring programs to the specific needs of Aboriginals); and to coordinate the approach 
of several other important partners to Aboriginal entrepreneurial development. The 
initiative demonstrates, once again, how ACOA has increasingly become the federal 
representative for a wide array of programs in Atlantic Canada. Flexibility and 
adaptability are the hallmarks of the Agency’s approach in projects that adapt existing 
programs to cater to the needs of specific communities. 


In Newfoundland and Labrador, ACOA continued to support the work of the Torngait 
Ujagannaivingit Corporation (TUC) near Nain, Labrador. This wholly owned subsidiary 
of the Labrador Inuit Development Corporation quarries anorthosite stone blocks for 
export. In 1997-98, the Agency supported the construction of a facility to process 
anorthosite blocks in Hopedale, Labrador. 


Young people 

are introduced to 
entrepreneurship 
in innovative ways. 


Example 3: YMCA-YWCA Enterprise Centres in St John’s 
and Glace Bay 


In Newfoundland and Labrador, the Enterprise Olympics is an annual 
competition organized by the St John’s YMCA-YWCA Enterprise Centre. 
Budding entrepreneurs attend seminars given by successful, established 
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entrepreneurs, and then play games geared 


towards creating an entrepreneurial spirit - Young people like the Y-Enterprise Centre. “Your staff’s 


here’s a new product, develop a marketing professionalism contributed to the successful completion of 
plan in half an hour. Students also _ my business plan. I now have a basis to start from and can 
participate in a trade show, where the build on a solid foundation. 

booths are judged on the creativity both oo 

of their design and business idea. 7 Geoffrey Moulton, InterFax Inc 


The Y-Enterprise Centre sees this focus on 
youth as important in developing a healthy 
entrepreneurial attitude. The Centre pro- 
vides assistance to individuals considering 
starting their own businesses. Counsellors 
help clients develop business plans, and 


ld recommend the Y-Enterprise Centre to anyone 
tart their own business. The knowledge and 
| from the staff was invaluable, 


they can even help secure funding to get a 
business off the ground. The process is as important, if not more important, than the end 
result. The Centre operates on core funding from ACOA and Human Resources 
Development Canada. Building an entrepreneurial culture remains at the heart of 
ACOA’s mandate. The younger the audience, the better the chance of building that culture. 


In the five years 1993 through 1997, the Y-Enterprise Centre has handled 6,600 
enquiries, dealt with 1,054 clients, and can claim a share in 128 business starts. Some 
238 jobs were created in these new businesses. The Centre reports that 70% of them are 
still in existence. 


Another Enterprise Centre is attached to the YMCA in Glace Bay, Nova Scotia. 
Originally started in 1987 by Employment and Immigration Canada (now HRDC), it 
now has five employees assisted by two summer students. By early 1998, the Centre had 
instructed almost 1,000 clients through its entrepreneurial training and skills programs, 
had helped 273 businesses start up, and helped create almost 600 jobs. Some 41% of 
these businesses are still operating. 
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Tourism 


_ The Atlantic Canada 
Tourism Partnership 

_ Is “... @ major step 
toward achieving a 
focussed, co-ordinated 
approach to develop- 

__ ing Atlantic Canada’s 
tourism industry.” 


| Report of the Auditor 
/ _ General to the House . 


_ Our industry is largely 


made up of small 
businesses which 
operate with limited 
resources. The 

_ Agreement [Atlantic 


Canada Agreement on 


, Tourism] brings both 
_ small and large opera- 
_ tors together with both 


levels of government to 


_ create advantages that 
_ we could not otherwise 
_ achieve on our own. 


John Slipp, President, 


- Tourism Industry 
_ Association of New 


_ Brunswick. 


Perhaps in no other part of the Atlantic economy has ACOA done more to 
promote a regional approach than in tourism, developing new partnerships 
in what has traditionally been a very fragmented sector. The result has been 
evidence of increasing synergy among partners, each bringing different 
qualities and resources to the partnership. There are several examples in 
which ACOA has played a significant role. 


The Atlantic Canada Tourism Partnership (ACTP) began in 1993 with 
ACOA, the four provincial tourism departments, and the four provincial 
tourism industry associations, and Tourism Canada (now the Canadian 
Tourism Commission) as partners. It has a mandate of building a strong 
industry-government relationship to develop and promote Atlantic tourism. 
Since 1994, ACTP has been supplementing the domestic and international 
tourism marketing efforts of the provinces with strong advertising and direct 
mail campaigns on behalf of the entire region. 


Since 1994, targets for advertising have been central Canada, New England, 
the Tri-State Area (New York, Pennsylvania and New Jersey), England, 
Germany, and Japan. The incremental impact of this spending in 1994, 1995, 
1996 and 1997 is estimated to be $66 million in tourism revenues. These 
marketing efforts have resulted in a significant return on the expenditure of 
public funds. For instance, the most recent campaign, in 1997, resulted in 
close to six dollars of tourist expenditure for every dollar of campaign cost. 
A total of 268,000 inquiries were generated by marketing campaigns over 
the four years, and about 25% of inquiries translated into actual visits to 
bring about 67,000 new tourists to the region. Some 65 private-sector 
companies and organizations spent over $1.5 million in ACTP-led cooperative 
marketing campaigns. 


ACTP has also provided tourism industry stakeholders with a forum for 
discussing common issues, sharing perspectives and solutions, conducting 
market research, adopting regional policy positions, and developing joint 
action plans. One such forum was the 1996 conference “Atlantic Canada 
Tourism: Growing into the 21st Century,” which led to the 1997 Atlantic 
Canada Agreement on Tourism. This is funded 50% by ACOA, is 
administered by ACTP, and provides financial resources for the Partnership’s 
activities through March, 2000. 
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If ACTP emphasizes marketing, the 
Atlantic Canada Tourism Grading i Accommodations Graded 
Authority (ACTGA) addresses quality in | a 

tourist accommodation. Founded in 1990, 
ACTGA is a non-profit organization with a 
mandate to promote and standardize roofed 
accommodation grading in the region. 
ACOA has been a key financial supporter 
of ACTGA. 


Tourists are becoming increasingly 
sophisticated, and expect to stay in 

high quality accommodations. Uniform 
standards are marketing tools that are 
particularly useful to small operators not 
associated with the name recognition of a 
large chain. 


The numbers of accommodations graded 
in the region increased from 415 in 1991 to 2,284 in 1997. A grading program for 
campgrounds began in 1995, with 166 graded in 1997. 


Apart from the numbers involved, there is evidence that ACTGA’s progress has resulted 
in other successes. There have been greater efficiencies as grading has been combined 
with licensing in three of the four provinces (except Nova Scotia). ACTGA has also 
pioneered the development and implementation of the Canada Select rating system, 
now being used more and more across 
Canada. The standard Canada Select one- 
star rating is now considered the minimum 
requirement for licensing in the three 
participating Atlantic provinces. ACTGA 


In the last two years, the number of people who have chosen us 
_ because of our rating has jumped dramatically. Visitors are 
_ constantly telling me they feel more comfortable depending on 


is beginning to sell its experience and 
skills in other parts of Canada, delivering 
programs in accommodation ratings 
system implementation, quality assurance, 
and training for tourism sector workers. 


_ a consistent rating system. 
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Buyers Attending the Showcase 


Canadian MM American WB european 


Another form of marketing partnership is 
embodied in the Atlantic Canada 
Tourism Showcase, which began in 1994 
and involves ACOA, the four provincial 
departments of tourism and tourism 
industry associations. The Showcase is 

a forum where Atlantic tourism operators 
can meet buyers, especially bus tour 
companies. The number of sellers at the 
Showcase rose from 74 in 1994 to 164 
in 1997. The number of buyers has also 
increased significantly, including 
European representatives in 1997 for 

the first time. 


Follow-up surveys have allowed 
assessment of the economic impact of 
the Showcase. For the motorcoach sector 


alone, the estimated impact quadrupled from $10 million in 1994 to $40 million in 
1997. This is an incremental impact, in that it covers only those bus tour companies that 
decided to come to Atlantic Canada after attending the Showcase. 


As well as these pan-Atlantic approaches to tourism development, ACOA has been an 
active supporter in several very promising projects at the provincial level. 


Example 1: Celtic Colours International Festival 


ACOA supports a Celtic music is one of the foundations of Cape Breton’s culture. The inaugural 


festival that celebrates 


Celtic Colours International Festival in October 1997 was an opportunity to 


showcase local talent, celebrate strong cultural traditions, and establish an 
Cape Breton’s event that has already had solid economic benefits. The festival featured over 
musical heritage. 300 musicians from Cape Breton and elsewhere in an event that attracted an 

estimated 4,000 off-island visitors and that was ranked in the top 100 North 


We also feel that our extended season was successful, and know 
that Celtic Colours contributed to that success. Most of the 
people that came through our front door were here on the Island 
' _ for the Festival. 


: Rodney Chiasson, Manager, Nova Scotia Highland Village 
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American attractions by the American Bus 
Association. The Festival served to extend 
the yearly tourist season and build a strong 
basis for an annual event. 


The Festival was organized by the Celtic 
Colours Festival Society with financial 
support from sources including ACOA, 
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the provincial government and corporate sponsors (Doane Raymond, Budget Rent-a-Car, 
and FORTIS). The $620,000 Festival resulted in an estimated $2.9-3.5 million 
contribution to the Cape Breton economy with attendance at events estimated at 
11,700.” After the Festival, surveys showed that half of tourism businesses that 
responded said their sales had increased compared with a year earlier. Tourism operators 
are enthusiastic about the possibilities for the 1998 Festival, and are planning special 
promotions and packages. Major motorcoach tours have planned specialized itineraries 
for the event after viewing the popularity of the inaugural Festival. 


Example 2: Bouctouche Bay — 

Inner Bay Trail and Master Plan for Eco-Tourism 
é By working together 

The coastal area near Bouctouche in eastern New Brunswick has been 

transformed into a premier tourist destination that links environment 

with local culture. The newly-built Irving Eco-Centre La Dune 

interpretation centre recently won the prestigious British Airways 


to develop the coastal 
dunes ... we are all 


creating a public trust — 


Tourism for Tomorrow Award. The Centre is one part of a variety of ... The Irvings are 
attractions including a network of hiking trails around the inner bay very proud to be 
and the Acadian heritage attraction, Pays de la Sagouine. Pays de la _ involved in this 
Sagouine has seen an increase in visitation from 41,400 in 1993 to _ important project. 


73,000 in 1997. Bouctouche Bay is building on this investment. Visits 
to the Eco-Centre in 1997 reached 88,500 with almost no advertising. 


ACOA has participated in the development of tourism infrastructure 
in the region in several ways. With the provincial government, the 
community, and the private sector as partners, it helped develop an integrated 
eco-tourism master plan that has guided development. ACOA also helped build the 
Inner Bay Trail linking the various attractions in the area. The development of a 
comprehensive ecological and cultural complex of attractions in the Bouctouche area 
has led to an increase in the number of visitors. 


Example 3: The Viking Trail 


The Viking Trail is an initiative to develop and market the tourism Communities on 
industry on the Great Northern Peninsula and Labrador Straits area the Great Northern 
of Newfoundland. Not an actual hiking trail, it is a comprehensive 
approach which links communities, attractions and facilities in an 
effort to bring more tourists to the region. Interpretive sites, landscape 
development, improvements in hotels and restaurants are key elements to improve their 
in building on the cultural heritage of the region to increase its tourism industry 
tourist potential. 


Peninsula are 
supported in trying 


*° Rave Entertainment - Celtic Colours International Festival Final Report. 
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While common signage and marketing 


The year 2000 provides us with a window of opportunity to efforts are tangible evidence of the Trail, 
highlight our region in international spotlights. People will the underlying linkages include partners 
come here to see the Vikings, but they will leave talking about ranging from all levels of government, 
our people and the unique character of our province. including ACOA, communities in the 


__ Randy Letto, marketing manager 
of the Viking Trail Tourism Association — 
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region and the private sector. The Viking 
Trail Tourism Accord, signed in 1994, 
identified the partners, their roles, and the 
strategic direction to prepare the region 
for the Year 2000 Celebration of the first 
Europeans arriving in North America. This partnership was motivated by a common 
belief that working together would allow the region to reach its tourism potential and 
help offset the decline in the groundfish industry. 


With Viking history going back a thousand years, the region is well positioned to benefit 
from the growing interest in educational and culture-based tourism. The Viking 
Millennium Celebration in the year 2000 was once considered the end goal of this 
initiative. Now, it is seen as the starting point of great things to come. 
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Sa 
Trade 


There is a strong link between export expansion and employment growth. Industry 
Canada estimates that every $1 billion in exports creates 6,000 to 8,000 new jobs.?! 
ACOA’s mandate to foster economic development in Atlantic Canada virtually demands 
trade development as a priority. Given the additional focus on SMEs, traditionally less 
export-ready than bigger companies, this part of ACOA’s mandate takes on a much 
sharper focus. 


International Business Development 


The Canada-Atlantic Provinces COOPERATION Agreement on A region-wide 
International Business Development (IBD) was originally a three-year, 

$3-million agreement signed in 1994. Based on the lessons learned and 
results achieved, the Agreement was extended in 1997 for another three 
years with another $2 million. IBD serves both as a mechanism for trade infrastructure 
building essential trade infrastructure and as a means for SMEs to gain for SMEs. 

export experience. It supports a key priority of ACOA - trade - and 

provides a forum for cooperation and coordination of knowledge, action, and financial 

resources to help Atlantic companies develop international business. The Agreement 

involves three federal departments and the four provincial governments. 


agreement seeks to 
build an essential 


IBD is significant in that it enables the Atlantic Provinces to take advantage of 
economies of scale in trade development and contributes to the overall Team Canada 
initiative. As well, the Agreement allows each province, with a relatively small 
investment, to leverage substantial resources in building trade infrastructure or 
establishing new markets. By doing this, the region and its firms can gain wider 
recognition and penetration into foreign markets. 


As of March 1998, 486 Atlantic SME participants on IBD projects have been surveyed 
to provide an indication of progress and results to date. Based on responses from 295 
companies, firms attribute the following results to their participation in the IBD: 


* 38.6% of respondents had started exporting or increased their exports; 

° 52.2% had identified potential new markets; 

* 64.1% had established specific contacts in export markets; and 

* 46.4% had made adjustments to their products or processes as a result of their 
participation in projects. 


*! Industry Canada 1998-99 Estimates - Part Ill - A Report on Plans and Priorities. 
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_ New Brunswick Training Group Inc. 


A group of New About five years ago, ACOA recognized the opportunity for exporting the 

services of the New Brunswick commercial training and education industry. 

A focus group of industry representatives helped ACOA “seed” the idea of 

and trainers begin to forming an alliance for trade purposes. The New Brunswick Training Group 

export their services. Inc. (NBTGI) was formed in 1994, and has since provided an opportunity 

for its members to prepare for, and focus on, trade and to share market 

intelligence and experiences gained through networking. NBTGI includes private 
companies in both traditional and technology-based training, as well as universities 
and the New Brunswick Community Colleges. It has become an alliance focused on 
exporting the knowledge-based services of its members. 


Brunswick educators 


NBTGI is unusual in that it seeks to export services from Atlantic Canada, rather than 
goods. There has been considerable effort in developing policies, preparing business and 
marketing plans, and identifying mandate and Strategy. 


Recently, NBTGI got its first Canadian International Development Agency (CIDA) 
contract. The alliance will manage a project under CIDA’s Youth Internship Program 
that involves hiring 20 young people as interns to provide Internet training in ten 
Francophone countries where CIDA has already invested in the installation of servers. 
This project is a major accomplishment and could open doors for other CIDA projects. 


There will be other benefits. The CIDA contract involves a partnership with the 
Canadian Centre for International Studies and Cooperation which has been involved 

in contracts with CIDA for many years and has placed some 900 interns in over 23 
countries. Its international experience and expertise will not only assure a smooth entry 
for the NBTGI, but will also provide some transfer of knowledge. The Centre has 
expressed interest in partnering with NBTGI on a long-term basis, thereby recognizing 
it as an ideal vehicle to develop consortia with both public and private sectors. NBTGI 
also is pursuing opportunities for contract work in Romania, Jamaica, and Trinidad 
and Tobago. 
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Chapter 
Community-Based Economic 
Development (CBED) 


CBED is collective action by a community to improve its economic health. ACOA’s 
goal is to strengthen the capacity of local organizations to plan and implement their own 
economic priorities, and help realize their potential. Beginning in 1993, the Agency, in 
cooperation with provincial governments in Newfoundland, Prince Edward island and 
Nova Scotia, began a process of restructuring which has resulted in the consolidation of 
the many local agencies involved in economic development. New Brunswick had 
already restructured 20 years ago. Under the federal Atlantic Groundfish Strategy 
(TAGS), the Agency is implementing a special Community Economic Development 
program to assist communities affected by the groundfish closure to develop 
employment opportunities. Since the Agency assumed responsibility for the federal 
Community Futures Program in 1995, it has worked to include the Community Business 
Development Corporations (CBDCs) in the partnership among government, the 
communities and business. 


CBDCs are independent, not-for-profit organizations controlled by community volun- 
teers and which provide lending and counselling services to small businesses in rural 
communities. An important role for the CBDCs is to ensure that their lending activities 
are consistent with the regional strategic plans developed by the local organizations. 


In a period of increasingly scarce resources, effective partnerships have become crucial 
for a community to achieve its economic goals. ACOA’s role in these partnerships is 

to bring information, expertise, and professional and technical support. The Agency 
advocates community priorities with other federal departments and coordinates support 
in areas such as provision of information, innovation, entrepreneurship, export trade 
development, infrastructure (through the Canada Infrastructure Works Program), and 
access to capital. 


As partners with communities in their own development, ACOA also helps develop 
more effective region-wide linkages among local and provincial agencies and provides 
assistance, with provincial governments, to CBED organizations, to plan and implement 
local priorities and to provide services in support of local SMEs. A major strength of the 
Atlantic CBED initiative is the approximately 1,200 volunteers who are dedicated to the 
economic development of their community. With their intimate knowledge of local 
conditions, CBED organizations are often well placed to deliver programs for small 
business. ACOA uses community organizations as agents for delivery of federal services 
where this is the most effective approach. 


Rural communities, where almost half of Atlantic Canadians live, and which often 
have fewer economic advantages than towns, face particular challenges in realizing 
their future economic viability. In recognition of this, and in support of the federal 
government’s rural economic renewal initiative announced in 1996, the Agency has 
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introduced universal coverage of the CBDCs so that all rural Atlantic Canadians have 
access to their services. In a recent survey of over 400 CBDC clients who had received 
technical (but not financial) assistance, over one third (36.6%) reported a positive impact 
from the assistance received. These clients started a new business or expanded their 
existing business. Two-thirds of respondents reported time savings by visiting the centre. 
Clients who did not start businesses pointed out that they appreciated receiving advice 
which prevented them from making bad investments. Over 82% of clients would 
positively recommend the centre to their families and friends. Since assuming 
responsibility for CBDCs, ACOA has provided extra investment funds to meet the 

loan demands of rural SMEs. 


By its nature, CBED is a long-term process in mobilizing the community’s resources 
toward common goals. The examples below demonstrate that successful development 
must be driven from within the community. Where the approach has been successful, 
it has been because of persistent effort over many years, strong leadership in the 
community, and the mobilization of a broad base of volunteers dedicated to cooperate 
to achieve economic gains. With this in mind, support from ACOA for CBED is 
structured to try to ensure that the community becomes increasingly self-reliant and 
assumes accountability for its own development. 


Economic develop- 
ment on the Burin 
Peninsula is alive 

and well. There are 
good things happening 
here, and I believe 
now that we have 
charted a course for 
the future...” 


Paul Pike, 

Chair, Schooner 
( Burin Peninsula, 
Zone 16) REDB | 


Strengthening Local Economic Structures: 
The Example of Newfoundland 


Since ACOA’s last Five-Year Report to Parliament, the approach to 
community economic development has been transformed in Newfoundland. 
While still in their infancy, the model, the blueprint and the progress to date 
point toward a much more effective, participatory, and strategic approach to 
CBED. The genesis of the restructuring dates back to the province’s 1992 
Strategic Economic Plan, which introduced the concept of a zonal approach. 
A Task Force began its work in May 1994, with an ACOA-led representation 
of the federal government, the provincial government, the Newfoundland and 
Labrador Rural Development Council, the Newfoundland and Labrador 
Federation of Municipalities, Community Futures Committees, and the 
business sector. It held 22 public consultation sessions and received over 
250 written briefs. 


Community Matters: The Report of the Task Force on Community Economic 
Development was released in early 1995. In it federal and provincial 


governments announced support for the creation of Regional Economic Development 
Boards (REDBs) for the purpose of planning and implementing regional economic 
development initiatives at the zone level. 
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To set this process in motion, provisional boards were established, drawing on 
traditional (regional development associations, Community Futures committees) and 
non-traditional partners in economic development (municipalities, and the business and 
education sectors). Within a framework of guidelines set by government, the provisional 

boards determined the appropriate size, composition and selection process for perma- 

nent REDBs in their zones. Since then, 19 permanent REDBs have been established. 

Each has spent its first year developing a strategic plan for its zone. These outline a 

five-year strategy for economic development in each zone, and have been 

the basis for the negotiation of performance contracts, which outline the Part of the reason 
mutual objectives and responsibilities of REDBs and government and the the process was so 
(annual) accountability mechanisms. To date, 17 zones have had their 


successful was 
strategic plans approved. 


because the private 


DBAs sector was heavil 
While it is too early to measure outcomes from this new approach, oa Gee 


it is evident that economic growth and employment creation are being involved in the 


enhanced through better coordination and integration of programs and _ consultations. They 
resources . Both the Government of Canada and the Government of drove the working 
Newfoundland and Labrador view REDBs as a vital mechanism for groups almost 


developing regional economies. This new structure is consistent with __ single-handedly...” 
governments’ philosophy of an integrated approach to regional economic = = = = = = — 
development; one that encourages innovative partnerships among all 
sectors of society. 


Partnerships in Community-Based Economic 
Development: The Example of Greater Moncton 


Shaken by loss of 
major industries, 


ACOA commissioned a detailed case study of the Greater Moncton 
development effort to investigate the extent to which local cooperation 
and self-reliance contributed to the area’s recent economic successes Greater Moncton 
and to identify what lessons the experience held for other places fights back by 
in Atlantic Canada.” The study concluded that local partnership is 


mobilizing community 
the key component. 


resources and 


An early, broadly based partnership emerged after a major employer, coordinating with 
the CN shops, had shut down, resulting in major job loss in the area. essential partners. 
This initiative by the community resulted in the 1989 “Symposium 

2000”, which, with the support of ACOA and the provincial govern- 

ment, began the strategic planning process for economic recovery. 

Symposium 2000 convinced the people that they could re-invent their 


Partnerships in Community Economic Development: The Example of Greater Moncton, Maurice Mandale and 
P.Y. Chiasson, consultants, March 1998. 
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community (and that they had little real choice but to do so). The Greater Moncton 
Economic Commission (GMEC) emerged from Symposium 2000, and rapidly became 
the lead development agency for the community. 


GMEC produced the first strategic plan for local economic growth in 1991. (It has been 
updated twice since.) The plan identified the objectives, structures and partnerships 
necessary for implementation and served as a focal point for volunteers (as many as 
500 working at a time). Early successes witnessed the employment targets of the 1991 
and 1994 plans being reached ahead of time. There have been many partners to the 
overall plan (ACOA, the Greater Moncton Chamber of Commerce, the three 
municipalities, federal and provincial departments, the University of Moncton (UdeM, 
community college campuses, and individual business people) and many more to 
distinct components of the plan — including the biggest and most important partner 

of all, the individual and collective citizens in the area. 


One of the distinct components of the plan was to develop the teleservice industry in 
Moncton. The local business community was quick to show enthusiasm for teleservice 
as a new and viable industry, and GMEC took the lead to sell the community’s assets - 
bilingualism and ample availability of office space, for example - to respond to the 
provincial government’s efforts to attract new telecommunications-related activity to 
New Brunswick. Other local partners included: the community college campuses, 
which provided customized training programs; the Moncton Response Group (an 
ACOA-delivered federal program set up to offset the impacts of military base closure), 
which worked with the community colleges to set up a database of pre-qualified 
workers; and NBTel, which created a Disaster Recovery Centre to aid teleservice 
companies to keep on running if their regular centre was shut down unexpectedly. 
Teleservice firms interviewed during this study often indicated they would likely have 
located elsewhere were it not for the level and quality of services provided by NBTel. 


This component, and the partnership involved with it, resulted in more than 3,000 new 
jobs for Greater Moncton and a still growing diversification of the local economy. 


Another distinct component of the current strategic plan is the creation of a Scientific 
Park at UdeM. UdeM itself assumed leadership of the partnership that developed the 
park, where university and private sector researchers could work together on new 
marketable technology-based products. Joining GMEC and UdeM were the City of 
Moncton, the provincial government, ACOA and private companies. 


The cornerstone of the park is Concept+, which has emerged from a federally-supported 
research institute set up at UdeM in 1983. Concept+ partners with private firms on 

a fee-for-service basis to develop new technology products. Concept+ assists about 

50 firms a year. Many clients have said they would not be in business without this 
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support. Economic spin-offs involving six technology-based companies alone include 
the creation of 200 well-paid jobs in applied R&D, and payrolls amounting to 

$7.5 million a year. Companies that seek help from Concept+ are often supported by 
ACOA either financially or through provision of technical advice. 


An important part of ACOA’s role in community development partnerships such as these 
is to help bring the resources of the federal government to the partnership, and match 
federal programs with local needs. This includes financial support (mainly from ACOA 
and the provincial government, but also from the Business Development 
Bank of Canada). Training comes from the UdeM and the community 
college. R&D support is from UdeM and the National Research Council, 
with contributions also from ACOA and the provincial government. 
Other information and advice is mainly from GMEC and the provincial 
government, plus ACOA. 


I’m very impressed 
with the capability 
of ACOA. We would 
not be in Atlantic 
Canada without 


A case study of 18 firms sought to determine the incremental impact of ACOA’s support. 
their involvement with partnerships in Greater Moncton. Seventeen of the _ Weare glad to 


18 indicated that partners had a considerable impact on their performance _ pe here. — 
in terms of job creation and payroll. Total employment of these 17 firms = = 3 3 = 
rose from 313 in 1990 to 1,966 in 1997. Eleven of the 18 firms surveyed 
said they would not be in business in Moncton without partners. These 
11 employed over 1,000 people in 1997 and had sales of over 

$60 million. Another six firms indicated their growth would have been 


slower without partners. Several firms were especially satisfied with 
their partnership with ACOA, which responded efficiently to requests 
for financial assistance. 


Does the Greater Moncton example indicate that CBED is becoming more locally 
self-sustaining? It does, in that the community now prepares its own strategic plans, 
sets its own priorities, and mobilizes the immense energies of local volunteers in 
implementing plans. CBED, however, does require money and expertise which is not 
always available in the community. 


Greater Moncton does hold lessons for other places: it makes a strong case for 
communities; seizing the initiative to chart their own futures; identifying and employing 
local advantages, assets, leadership, and energies; and initiating development at the local 
level, where the community knows what it has and what it wants. The contribution of 
ACOA in coordinating the provision of technical advice and financial support from the 
federal government can be vital to success. 
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~ Victoria Wharf 


Victoria, a picturesque fishing village on the south shore of Prince Edward 
Island, also demonstrates what can be accomplished when development ideas 
are locally initiated and driven. Just about all Victoria had in its favour was a 
redevelop its wharf, proud history as a vital rural community. The partnership that formed to 

a central focus for restore the village wharf, the focal point for the community, has rejuvenated 
the village. The partnership included the community, the provincial govern- 
ment and ACOA. 


A village mobilizes 
to rebuild and 


the community. 


The wharf bustled with activity in the 1970s. Lobster and pleasure boats tied up along- 
side, and there was a popular restaurant and fish pound. The restaurant and other 
businesses closed in the 1980s, and the wharf fell into disrepair. It not only became an 
eyesore, but threatened the livelihood of 13 local fishermen. Completely rebuilding the 
wharf would only be one part of the project— there would also have to be a new sewage 
system, wharf curbing, waterfront railings and bait-house improvements. 


The Victoria Wharf project was a major challenge for a small community. It involved 
not only a million dollars in capital works on and around the wharf, but a commitment 
to continued effective management for such a large project. The local Central 
Development Corporation (CDC) immediately recognized the value of the wharf’s 
potential as a tourist and commercial asset, and lost no time in getting involved. ACOA 
and the provincial government helped the CDC and the community form their ideas into 
a viable business plan, and joined the wharf project. 


The project was completed by mid-1995, 


and Victoria had re-established itself as a 
responsive to the needs of the local area and worked with us place where the thousands of tourists who 


to make it happen. The staff were exceptionally helpful, and pass by each year could stop. The village’s 
knew what it would take to get this project off the ground. character is such that it has attracted many 
artisans and other small businesses. There 


There were a lot of hurdles along the way, but ACOA was 


Marilyn Murphy, General Manager, are now pottery and craft shops, tea rooms 
_ Central Development Corporation and cafes, a chocolate manufacturer, art 

_ gallery, and live theatre at the Victoria 

Playhouse. The rebuilt wharf includes a 

restaurant capable of accommodating bus tours. The 13 lobster fishermen still have a 
place to tie up, and there is a fish plant and store in the village. ACOA and the CDC 
were key partners in this project. ACOA contributed almost half the total costs as it saw 
positive spin-offs in terms of sustained and new economic activity. 
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La Picasse 


La Picasse is an economic, educational and cultural centre in the small An Acadian 


Acadian community of Petit de Grat, on Isle Madame, Cape Breton 


community in Cape 


Island. It is named for a traditional type of wood and stone anchor used 


in the community (known to Anglo-Scots as a killick). Launched in 


Breton develops a 


late 1995, La Picasse incorporates “Le Centre de développement de centre to assist its 
l’entrepreneuriat”, the local campus of the Collége de l’ Acadie, the future economic 


regional library, the local office of the Federation Acadienne de la 
Nouvelle Ecosse, a pre-school, and a restaurant. By incorporating the 


development. 


development centre within a larger community complex, economic and 


community development are linked. 


Isle Madame has a population of about 
4,300 and lost 500 jobs in the early 1990s 
with the collapse of the groundfish 
industry. Le Centre de développement de 
l’entrepreneuriat has been one way the 
community has partnered with other 
stakeholders, including ACOA, to meet the 
challenge of rebuilding the local economy. 
The centre currently is home to two 
businesses - the Tradewinds Call Centre 
and Production Picasse. 


The Call Centre has a variety of clients in 
central Canada and the United States. It 


The Entrepreneurial Development Centre provides space to 


entrepreneurs willing to take a risk and start up a new company. 
To date, more than 30 full time jobs have been created, with the 


arrival of Tradewinds Call Center, we can see additional jobs in 


| the future. In fact, our bilingual work force is an asset to some 


companies interested in setting up part of their business in our 


community. We are very grateful for [ACOA’s] contribution and 
“help to make our dream become a reality. 


boasts lower costs of business due to its rural location and is especially attractive to 
American clients due to exchange rate advantages. There were 12 employees at the 
Call Centre in 1997, and based on interest from potential clients, there are indications 
this number could triple in 1998. Production Picasse manufactures fine earthenware 


depicting traditional Acadian scenes. 


La Picasse is a symbol of the cultural strength of a small Acadian community and the 
entrepreneurial development centre is a key element in rebuilding the area’s economy. 
This new cultural and economic infrastructure has become a new “anchor” to the 


region’s renaissance. 
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Colony of Avalon 


A community brings An important chapter in the history of eastern Canada is preserved at the 


a fascinating part 
of its history back 


Colony of Avalon Centre at Ferryland, Newfoundland, which officially 
opened its doors in mid-1997. As a settlement started in 1621 by Sir George 
Calvert, first Baron Baltimore, the Colony of Avalon is a heritage site of 


to life, adding to international significance. 
the local economic 


diversity in the 
process. 


This project is a beacon of hope for the people of the Southern 
Shore. Through hard work, we are diversifying our economy 
and building our future on the strength of our unique culture 


and heritage. 


Jerome White, Chair, Colony of Avalon Foundation 


PAE ASA 
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ACOA’s ability to be a partner with provincial and non-governmental 
organizations was a key ingredient in bringing to life the diverse history of 
the Southern Shore of Newfoundland. Some $1.8 million was invested in the 
Colony of Avalon project through two federal-provincial COOPERATION 
agreements, to develop tourism infrastructure, refurbish a former school to 
house the Centre, and to finance ongoing archaeological work. 


The Colony is one of the prized historic resources of Newfoundland. The site 
encompasses the influences of Beothuk, Portuguese, French, and English cultures and 
influences. Preserving the archaeological integrity of the site, while developing 
interpretive features, is a new type of community economic development. Newfoundland 
is especially rich in cultural assets, and the Colony of Avalon is a particularly diverse 
example of this history. 


The number of visitors to the Ferryland 
area has increased from 2,500 in the early 
1990s to over 11,000 in 1997. Over each 
of the past five years, between 50 and 

60 people have been employed, almost 
all residents of the Southern Shore. 


The Strait East Nova Community Enterprise Network 
(SENCEN) 


SENCEN was designed to lay the foundation for an information technology sector in the 
Strait of Canso Region of Nova Scotia, an area which takes in the counties of Inverness, 
Richmond, Victoria, Guysborough and Antigonish. This is being accomplished by: 


* Making information technology available to citizens, organizations, 
and economic initiatives in the Strait area: 
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* Creating cooperative links with business organizations, universities, Rural counties 


community colleges, and private learning institutes; and establish an 


* Developing sources of revenue so the organization can pay its own integrated IT 


way by the fifth year of operation. complex to assist 


future development. 


SENCEN is a partnership of the local school board, three Regional 
Development Authorities, the Nova Scotia Department of Economic 
Development and Tourism, and ACOA. Funding of $507,465 has come 
from the Canada-Nova Scotia COOPERATION Agreement on Economic 
Diversification. The significant contribution of local partners is being 
made in the form of access to facilities, staff time and direct funding. 


SENCEN addresses two areas of strategic 
importance to ACOA: (1) information 

technology, and (2) community economic 
development. The results of the project are: creative partnerships.” 


SENCEN Coordinator, 


erness, Nova Scotia, June 3, 1998 


* 63 sites where the public has 
access to IT; 


¢ Participation in a Telework pilot project 
creating work in rural Nova Scotia; 


* Creation of 47 jobs in IT; 


* Delivering online services, community IT training, and professional development to 
teachers, health professionals, youth at risk, and the unemployed. 


Retirement Relocation Project 


In 1996, the Cape Breton County Economic Development Authority Cape Breton tries 

(CBCEDA) approached ACOA with a proposal to market Cape Breton to persuade people 

as a good place to retire. CBCEDA’s research included examination of 

a similar project in Elliott Lake, Ontario. The target market would be 

expatriate Cape Bretoners, specifically those living in Ontario. road to retire back 
to the Island. 


who went down the 


ACOA’s assistance for the proposal was to collect research to go into a 
two-year funding proposal to the Canada-Nova Scotia COOPERATION 


Agreement on Economic Diversification. 


_ “What you have witnessed today is the result of the blending of 
~ ideas, financial support, and plain hard work of creative people 
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_ Ross MacLeod is a Cape Bretoner who pursued a career in the 

_ federal public service for 30 years, the last 20 years in Ottawa. 
He retired in May, 1997 and decided to return to Cape Breton 
after reviewing promotional material from the Retirement Cape 
Breton project. Nature, friendly people, a low cost of living, and 
a helping hand from Retirement Relocation staff played a big role 
in his decision. “The people at Retirement Cape Breton have been 
very good. Every time you call they go out of their way to help.” 


Some retirees are still young, vigorous people, interested in work- 
__ Ing. Vince Cordero returned to Cape Breton, and has established 
_ acontracting business that now employs 15 people. 


In October, 1997 CBCEDA had 
assembled a database of 4,592 households 
that expressed an interest in retiring to 
Cape Breton. Some 123 people (68 
households) actually relocated to Cape 
Breton from spring 1996 to fall 1997, 
including 89 former residents. Enterprise 
Cape Breton Corporation has estimated 
that the expenditures by retirees has 
produced the following economic impacts 
in the Cape Breton economy: 


* an increase in household income of 
$559,100; 


° 37 more full-time equivalent jobs; 

° $181,000 more in federal and provincial taxes, and $44,500 in municipal 
taxes; and 

° a total impact on Cape Breton’s GDP of $1.3 million. 
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ACOA as Federal Delivery Agent 


Since the early 1990s, ACOA has become the delivery arm for a number of federal 
economic initiatives. Its partnership experience with the provinces and other regional 
stakeholders allows a cost-effective way of implementing ad hoc or community-specific 
initiatives. Between 1993 and 1998, these have notably included two types of programs: 
the Canada Infrastructure Works Program for the four Atlantic Provinces, and 
Adjustment initiatives. 


The Canada Infrastructure Works Program (CIWP) 


Using the structure of its COOPERATION Program, ACOA administers CIWP in the 
four provinces on behalf of the federal government. This is a joint federal-provincial- 
municipal program with each partner providing an equal share of the funding. The 
purpose of CIWP is to renew municipal infrastructure, create jobs, improve the environ- 
ment, and enhance Canada’s competitiveness while accelerating economic recovery. 


A total of $543.3 million was initially approved for spending in Atlantic Canada for 
the life of the Program. In 1996, a one-year extension was approved, adding another 
$114 million. As of March 31, 1998, approximately 1,400 projects have been approved 
creating more than 9,500 direct and indirect person-years of employment. Projects 
generally fell into one of three categories: waste disposal and water supply, roads and 
streets, and other community needs. 


Adjustment 


Over the last five years, many Atlantic communities have lost their traditional economic 
base either through depletion of natural resources, as is the case with the collapse of 
groundfish stocks, or through rationalization of services following the closure of 
Canadian Forces Bases. Most of the affected communities were small towns or rural 
areas where alternative employment is scarce. For most communities, it meant the loss 
of their main, if not their only employer. 


Funds were provided to help the communities explore and develop alternative opportuni- 
ties. Working with local representatives, ACOA established and supported a community 
group or authority that would take responsibility for redeveloping the local economic 
base. Financial support is used for development planning, to help the community give 
itself a new purpose, to seek new employers, and give itself the tools needed to attract 
new firms. Generally, the funds are not used for direct assistance to private sector firms, 
as such support is already available under ACOA’s core programming. 


Example 1: Slemon Park 
Slemon Park is the former CFB Summerside. It is now operated by the independent 


Slemon Park Corporation, and is home to a number of aerospace companies and training 
institutes. This has been part of a larger community-renewal project involving local 
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people, industry, and governments to rebuild Summerside’s economy after closure of the 
military base in the early 1990s. Summerside’s economic renewal is an example of how 
partnerships and prudent investment of government funds can lead to long-term 
economic benefits. 


The base was the economic backbone of Summerside, a town of 8,000 people. With 
over 1,300 military and civilian employees, it was estimated that 33% of total income in 
Summerside and 5% of provincial income in Prince Edward Island was connected to the 
base. When the closure was announced in the 1989 federal budget, the community and 
the province, fearing economic collapse, scrambled to reverse the decision. 


_ [Summerside will] 


...have a stronger 
economy in the long 
run, despite the loss 
[of the base] or 
perhaps because of 
it... ACOA has been 


very good to 
_ Summerside. 


_ Basil Stewart, _ 


Mayor of Summerside 


The corporation 

has primarily 
achieved the objective 
of being financially 
self-sufficient... 


_ Slemon Park 
_ Corporation, Annual 
_ Report 1996-97 


Almost ten years after the base closed, none of the earlier predictions of eco- 
nomic collapse have come true. In fact, the economy of Summerside is more 
diversified, and perhaps in better health, than it was before the base closure. 


The federal government gave ACOA the responsibility to work with the 
community to rebuild its economy. It made a one-time investment of about 
$60 million for adjustment; and spent another $60 million for a tax-processing 
centre in Summerside. If the base had not been closed, it is estimated it would 
have cost $736 million to run over 15 years. A key ingredient in Summerside’s 
recovery has been the transformation of the base into Slemon Park, the site of 
the Summerside Aerospace Centre, which includes three aerospace firms, 
Holland College’s Aviation Maintenance Institute, the School of Justice, 

an airport, and a restaurant complex. Employment growth rates at the three 
aerospace firms ranged from 33% to 153% in 1996-97. ACOA contributed 
funds for the operation of the Park and provided incentives for the location of 
two aerospace firms to the Park. 


The Slemon Park Corporation has reached impressive levels of operation. 

In fiscal year 1997/98 the corporation leased 497,000 square feet of space. 
The training institutions at the Park accounted for 39,484 student days of 
instruction™. The employment level reached 606, exceeding the targeted 

500 by over a hundred. The aerospace sector is still expanding, adding more, 
and higher-paying jobs, for Islanders. 


The Summerside experience is an example of community, industry and 
government partners coming together at a time of potential economic crisis 
to develop new economic development infrastructures. The community has a 


healthier, more diverse economic base, and a redundant military installation has been 
transformed into a community asset. 


* Slemon Park Corporation, Annual Report 1996-97. 
* Slemon Park Corporation, Activity Report, March 1998 
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Example 2: The Cornwallis Base Closure: Making the Transition 


CFB Cornwallis is located at the western end of Nova Scotia’s Annapolis 
Valley. Like CFB Summerside, it had become a bastion in the local 
economy. When it closed in 1994, prospects were bleak for the 
surrounding small towns that lost a major source of employment and 
income. In just four years, however, with the help of the right partners 
and commitment, the community has bounced back as new industries 
occupy the former base. 


As one of six military bases in Atlantic Canada which closed in 1994 
and 1995, CFB Cornwallis received $7.5 million in federal funding to 
assist adjustment. These funds are administered by the Cornwallis Park 
Development Agency (CPDA) which, after initial growing pains, has had 
considerable success in developing new economic activities for 
Annapolis and Digby counties. 


[Cornwallis Park] 
is attracting a lot of 
interest. In the next 
two years, if you 
didn’t know where 


you were, you 
wouldn't recognize it. 


_ Premier Russell 


There are now 19 businesses operating at the former base, employing 262 people. Most 
recently, the Shaw Group announced an $18.5 million plant to manufacture wooden, 
assemble-it-yourself furniture for the Swedish retail giant IKEA. The former base is also 
the home of the Lester B. Pearson Canadian International Peacekeeping Training Centre, 
and of a Sea Cadet summer camp for the Department of National Defence. In addition, 
the CPDA has sold the 246 housing units on the former base, and a vibrant new 


residential community is emerging. 


In January 1998, the CPDA sent out “report cards” to give the 
community an opportunity to rank its activities and offer comments for 
the Business Plan being prepared for the coming year. Early results 
indicate the CPDA has been receiving high grades from residents. And 
that is, indeed, the best indicator of the success of this project—the 
endorsement of the local community. 


With the final allocation of funding disbursed, ACOA’s responsibility 
ends on a high note with the CPDA’s success. The local community has 
assumed full responsibility for its continued redevelopment progress. 
The CPDA is considered a full-fledged member of the local economic 
development network in Nova Scotia, and it will continue to seek out 
opportunities and identify new businesses to locate at the former base. 


_ with grades from 


_ surveyed residents. 


The results aren’t 


yet tabulated, but pre- 
liminary returns of the 


recently circulated 
Cornwallis Park 

‘report cards’ look 
good—CPDA happy 
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Policy Research and 
Analysis Initiatives 


Over the past five years, the ACOA policy team has been involved in several projects 
which embodied three essential qualities: 


1. Involvement of the private sector; 
2. Extensive consultation; 
3. Keeping an eye on the future. 


The Pan-Atlantic Economic Coordination and Research Initiative was first approved in 
1992 and has now been extended through 1999-2000. Its purpose is to enhance ACOA’s 
capability to coordinate and plan region-wide federal activities contributing to economic 
growth in Atlantic Canada and to support economic research projects with regional 
applicability. It has proven to be an important and flexible instrument for initiating policy 
research, building public/private-sector networks and partnerships, and supporting the 
core federal policy precept of building a strong national economy through strong regional 
economies. Internal capacity to carry out research projects and provide economic and 
Statistical analysis has been supplemented by a more substantial and focussed menu of 
external policy activities and partnerships. This has been accomplished by means of 
research studies carried out by external partners, and by an ongoing series of Roundtables 
organized by partners and involving stakeholders from throughout the region. 


The central research focus has been regional competitiveness. Five studies compared 
Atlantic Canada’s competitiveness and growth potential with jurisdictions in the United 


States, Europe and the rest of Canada. The key objectives of this exercise were to: 


* show Atlantic Canada in a North American and global perspective, using 
internationally recognized standards of measurement; 


* demonstrate that Atlantic Canada has a real basis for competitiveness and growth, 
particularly vis-a-vis the United States: 


* identify the region’s strengths as a basis for promoting opportunity and attracting 
investment; 


* identify specific areas of weakness requiring policy and program initiatives; and 


* respond to the myth that Atlantic Canada is not a competitive location for 
investments. 
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The five research studies published under this program were: 


1. acomparison of location-sensitive investment costs in Atlantic Canada, which 
showed that 16 communities in the region had an overall cost advantage of 7% 
(after tax) when compared with 12 locations in the United States: 


2. a Human Development Index that compared the socio-economic status of Atlantic 
Canada with the rest of the G7 countries, and which showed that despite several 
competitiveness challenges, the region ranks second only to the Canadian average; 


3. a competitiveness ranking of Atlantic Canada and the 50 states, which put the 
region about on a par with its New England neighbours; 


4. a similar competitiveness ranking, but this time comparing the region with 48 
economies throughout the world; and which put Atlantic Canada roughly half-way 
in the pack in terms of competitiveness; and 


5. an expanded version of the first study that compared location-sensitive costs in four 
cities in Atlantic Canada with 23 other North American locations and 15 cities in 
Europe. Canada was first of the seven countries ranked, and Atlantic Canada’s four 
representative cities were first through fourth of the 42 cities compared. 


The Roundtable Series was designed to develop research topics and economic 
intelligence in collaboration with partners in the Atlantic community. It began in 1995 
with the objective of creating a forum through which the Agency can engage leading 
academics, private and public sector policy experts, business associations and individual 
entrepreneurs, and other stakeholders in the economy on selected issues which are 
important to regional economic development. For each Roundtable, an external partner 
organized and hosted the event, contributed to the preparation of discussion papers, 

and prepared a report on the proceedings. Eight Roundtables have been held in the 
series to date: 


* — Issues in Community Economic Development, St. Francis Xavier University, 


Nova Scotia; 


* The Role of Universities in Economic Development, Memorial University 
of Newfoundland; 


* Demographic Changes, Implications and Opportunities, University of 


New Brunswick; 


¢ Academia and Industry Working Together in Aquaculture, Atlantic Veterinary 


College, University of Prince Edward Island; 
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¢ Entrepreneurship, Saint Mary’s 


",.. it is increasingly important for Atlantic Canadians to University, Nova Scotia; 

collectively understand their circumstances and to fashion 

an agenda for the region’s future. The Roundtable series has * Regional Competitiveness, Atlantic 

certainly provided an excellent vehicle to serve this purpose eee Chamber of Commerce, 
| oncton; 


in a most concrete and rational manner” 


¢ Francophone Roundtable on 
Economic Development in Atlantic 
Canada Rural and Coastal Regions, 


Conseil économique du Nouveau- 
Brunswick Inc, Bathurst; and 


Eric Ellsworth, Past Chair, 


antic Provinces Chamber of Commerce 


e The Role of the Third Sector and the Social Economy in Regional Development in 


Atlantic Canada, Community Services Council of Newfoundland and Labrador. 


Performance Measurement and Evaluation 


In 1996-97, the Agency’s economic policy studies reached approximately 5,000 
individuals and organizations, including Canada’s foreign posts. While development 
of specific measures of the impact of policy research will be the subject of future 
evaluation work, there is evidence of the benefit of research completed to date. For 
example, the findings from the competitiveness benchmarking studies, such as the 
KPMG investment location cost reports, have been used or referred to by various 
external partners, including the provinces, in conjunction with investment promotion 
and attraction activities. Studies which have been sectorially focussed, such as one 
examining opportunities for biotechnology-based business in the region, have been 
used by firms and sector organizations alike in the development of strategic plans. 
Finally, the entire body of research has been an important tool in providing information 
for corporate program and policy development, supporting advocacy efforts, and better 
understanding the challenges and opportunities facing the regional economy. The 
Roundtable Series has engaged more than 275 external partners directly in discussion 
and debate around issues of importance to the regional economy. Feedback from 
participants confirms the value of this mechanism in engaging external partners in the 
policy process. 
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Atlantic Economic Growth 
and ACOA’s Impact 


The development of the Atlantic economy has been influenced by several key factors, 
including seasonal industries (mostly resource-based), a large service sector, and 

a narrow manufacturing base. These have contributed to slow population growth, 

few large urban centres, and a significant number of widely dispersed communities. 
These factors underline a continuing pattern in which the region’s economy has lagged 
somewhat behind that of the rest of Canada and has had lower levels of employment 
and incomes. 


The five-year period from 1993 to 1997 was one of adjustment for the Atlantic 
economy, brought about by new global and fiscal realities. The region was not 

only adapting to increased international competitive pressures but also to domestic 
restructuring. Over the five years, as well, groundfish stocks collapsed, and a number 
of major construction projects (Hibernia, 


the Fixed Link) began and then wound Real Gross Domestic Product 
down. Another project, the Canadian o Atlantic Canada and Canada 
Frigate Program came to an end. 7 ae Five-Year Average Growth Rates 


At the same time, commodity markets 
fluctuated widely, but generally have been 
slow to recover from the recession of the MY canada 
early 1990s. As governments wrestled | | | 
with budget deficits, the region’s economic 
performance was also hampered by 
spending cuts. 


1966-1997 


As a result, the recovery from the 
recession of the early 1990s was much 
slower in Atlantic Canada than in the rest 
of the country. Growth of Gross Domestic 
Product (GDP) in real terms averaged 
1.4% each year from 1993 to 1997, 
compared with 2.8% for Canada. 


Employment growth was also weak in the 
region, with job gains averaging 0.9% from 1993 to 1997, compared to 1.6% for 
Canada. The unemployment rate averaged 14.3% over the five years; while the 
comparable national rate was 10%. Uncertain labour markets translated into low 
levels of consumer confidence, and fostered weak population growth (0.2% a year 
compared with 1.2% a year for Canada). 
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Earned Income 


Atlantic Canada 1988-1997 
(per capita as a percent of Canada) 


10 10 
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: Percent Change 


There were some bright spots in the 
Atlantic economy. Information technology 
and tourism both expanded strongly. 

A dynamic small business sector and 
continued diversification of the economy 
enabled the labour force participation 
rate to remain stable, and the overall 
employment rate (a measure of an 
economy’s ability to provide employment 
for its people) increased from 49.9% to 
50.5% over the five years. Earned income 
per capita in the region improved from 
74.2% of the national average in 1992 to 
75.5% in 1997. 


Given the weak economic environment 
described above and the fact that total 
ACOA funds used to promote new wealth 
and opportunity have accounted for 
approximately 2% of all federal expendi- 
tures in the region over the 1993-97 
period, aggregate economic trends are not 
reliable indicators of the effectiveness of 
Agency spending per se. The bulk of fed- 
eral spending in the region is in the form 
of transfers to people and to provincial 
governments, like employment insurance, 
Canada Health and Social Transfer and 
equalization payments. 


Total ACOA spending, with an average 
of just over $400 million a year from 
1993-94 to 1997-98, was small, 
representing less than 1% of the value 

of the Atlantic GDP. As a result, the 
positive impacts of ACOA spending have 
been overshadowed by adjustment and 
restructuring in major sectors, such as 
the groundfishery. 
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These overall trends are reflected in employment changes. While employment in ACOA- 
assisted businesses increased by 9.5% over the 1989-95 period, total business 
employment in Atlantic Canada dropped by 6%. 


To determine the overall results achieved 
by Agency programming, ACOA has 
commissioned independent program 
evaluations, client surveys and economic 
impact analysis. Results have been 
reported in the Agency’s 1996 and 1997 
Performance Reports to Parliament. The 
ACOA approach to reporting results also 
found important support elsewhere: 


The best examples were found in reports that explained method- 
| ology and provided precise references to authorities... ACOA 
carefully explained its approach, made detailed reference to out- 
side evaluations, third-party collection (Statistics Canada sur- 
vey), and analysis (Conference Board econometric model), 
: as well as an independent review. 


Report, Improved Reporting to Parliament Project 
A Report of the Parliamentary Working Group, 
ber 1996 
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Employment Impact 


ACOA has identified and used a range of indicators to evaluate and monitor its 
performance. Employment and earned income have always been key indicators, explicit 
in the Agency’s mandate. Employment in particular has been reported regularly, and 
methods to estimate its impact have been continuously refined to gain a better measure 
of ACOA’s contributions to the Atlantic economy. 


These indicators have been joined by new measures, to better reflect ACOA’s approach 
to economic development. These attempt to measure, for example, some of the steps that 
Atlantic businesses must take to ensure long-term development, like investments in 
innovation, in skills development, in learning more about international markets, and in 
improving management practices. While increased employment opportunities and 
earned income represent the ultimate mandate and goal of the Agency, additional 
corporate measures include the start-up and survival rates of new businesses, new 
exporters, value of exported goods and services, and improved productivity in Atlantic 
business. A number of these indicators have been reported in Chapter Four on Small 
Business Development. The remainder of this section deals with the impact of ACOA 
programs on the ultimate outcomes of ACOA policy, employment and earned income. 


Figure 5S provides an overall estimate of employment generated over the last five 

years and includes estimates of all ACOA programs. For commercial projects, actual 
employment generated by completed projects was determined by independent survey.” 
Reported jobs from the Community Business Development Corporations (CBDCs), 
under the CBED service line have been verified.” 


In 1996, a review of ACOA’s research methodology and job measurement was done by 
external consultants to address questions of reliability and credibility of reported impact. 
The review concluded that the Agency’s assumptions and calculations were reasonable 
and, in some cases, conservative.”’ Its revisions to the Agency’s evaluation produced an 
employment impact about 10% higher than the one reported by ACOA. 


* Statistics Canada - Survey of Atlantic Canada Small- and Medium-Sized Business, 1995 and 1997. 

“The Agency did a verification of jobs reported by the CBDCs in 1998. Actual jobs created were 11% higher than 
projected while reported jobs maintained were 26% higher. The projected job estimates are used in Figure 5 in 
the interest of producing conservative estimates. 

“Coopers & Lybrand Consulting, Impact of ACOA Programs on Job Creation, January 1997. 
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Figure 5 - ACOA Programs 


Incremental Gross Employment Impact 


a) By Service Line b) By Fiscal Year 
Total since 1993 : Total since Inception 
Business Development, Action, FAP 43,800 __ Reported in the first Five Year Report 42,000 
COOPERATION = 6000 1993-94 12,200 
_ Community-Based Economic Development (CBED) 7,300 = = = = 4994-95 18,000 
ocacy & Coordination = 1,800 Lo 1995-96 9,800 
7 . : 800 1996-97 : 10,500 
1997-98 14,000 

2800 


Source: Action Program Evaluation Summary Report, Price Waterhouse 1992, The Evaluation of the ACOA COOPERATION Program, Coopers and Lybrand 
1994, and ACOA calculations based on internal program data adjusted by results of client surveys undertaken by Statistics Canada. 


It is important to note several features of these estimates. First, only jobs associated with 
incremental projects are included.* Second, the figure includes indirect and induced 
employment resulting from the spending of assisted companies and their employees. 
These impacts have been estimated using the Conference Board of Canada’s model of 
the Atlantic economy. 


*° The Auditor General, in his report dated November 1995, Chapter 18, defines an incremental project as one 
which would likely “not have proceeded with the same scope, at the same time and in the same location without 
government assistance.” Based on independently conducted surveys of clients and its own internal follow-up of 
businesses, the Agency has estimated an incrementality factor of .67, meaning that for every 100 jobs generated 
by assisted projects, only 67 are actually reported. The Auditor General's 1995 comprehensive audit of ACOA 
assessed a much higher factor of .81. 67 
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Overall Economic Impact 


The jobs created and maintained through ACOA support under the Business 
Development, Action and Fisheries Alternatives programs, and the COOPERATION 
and CBED service lines, can be expressed as a total impact on the Atlantic economy. 
To do this, the jobs are translated into a measure of “value-added” economic impact, 
sector by sector. Value-added impact by sector is entered in the Conference Board’s 
model to estimate the impact on regional earned income as measured by Gross 
Domestic Product (GDP).” In this manner, other macro-economic effects, in particular 
the impact on taxes, can also be estimated. 


It is important to note several features of this estimate: 


1. Jobs maintained include only those jobs which clients indicated in the Statistics 
Canada survey as “highly likely to have been lost” without support. This was about 
30% of total reported jobs maintained. 


2. The job and economic impacts are those that result only from successful projects. 
However, the ACOA expenditures include investment in all projects, including 
failed ones. 


3. Only the benefits of incremental projects, as calculated on the basis of independent 
client survey results, are included (see footnote on previous page for definition of 
incrementality). Using an estimate of 0.67 as an incrementality factor, for example, 
only 67 of 100 jobs reported from a project are included in ACOA’s final count. 


4. Benefits include direct employment gains by ACOA-assisted businesses, plus 
indirect and induced employment as estimated by the Conference Board’s model. 
Indirect and induced impacts occur as incomes associated with direct employment 
gains are spent and respent throughout the economy. This impact, commonly known 
as the “multiplier”, is calculated to be approximately 0.4, meaning that four jobs 
are created through these indirect and induced impacts for every ten jobs created 
directly by ACOA expenditures. 


5. The impact on GDP is net of the impact which would have been obtained if the 
ACOA expenditures had been directed instead to providing income support (for 
example via Employment Insurance or social assistance) to individuals. In the 
absence of ACOA expenditures to support productive investment and long-term 
employment, a most likely use of equivalent federal spending would have been this 
type of cash transfer to individuals. 


* The Impact of the ACOA COOPERATION Program on the Atlantic Economy, ARC Consultants Inc., June 1998 
and analysis by ACOA. 
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While the underlying surveys and evaluations include any projects that had failed at 

the time of the surveys, it is recognized that some companies will fail subsequent to 
completion of the ACOA involvement with them. To the extent that firms assisted in 
earlier years fail, there will be a reduction in overall economic impact in the 1993-98 
period. The average age of a completed project is about three years. Available data on 
the survival rate of ACOA-assisted firms from Statistics Canada,” indicates that a 
further 8% of firms fail between three and five years of age. To recognize the impact of 
projects failing after completion, the overall impacts have been reduced by 10% to reflect 
failure rates between three and ten years, since the survival rate of businesses after five 
years is relatively stable.*! This assumption is believed to be conservative because it 
takes no account of the fact that some projects will do better than expected and offset 
failed projects. 


It is also possible to make an allowance for what is called the “displacement” effect, i.e., 
ACOA support to firms adversely affecting competitors. The little evidence available 
indicates that this effect is weak. For example, the Economic Council of Canada found 
that if there is an effect, it is not very strong or occurs by inhibiting expansions.” More 
recent evidence from the United Kingdom indicates a displacement effect of between 
six and 29%”. 


The Agency has procedures in place to ensure that adverse impact on competitors is 
kept at a minimum consistent with achieving the objective of improved competitiveness. 
It is true, however, that the Auditor General did find some instances where existing 
producers could have been affected by Agency support. Accordingly, for the purposes 
of ensuring conservation in reporting results, a displacement effect of 15% has been 
assumed for ACOA-supported projects. 


These procedures all support ACOA’s determination to report the results of its work 
fairly. Incorporating all assumed effects—incrementality factor (0.67), failure rate after 
three years have passed (0.10), and displacement factor (0.15) — means that, of a 
theoretical 100 jobs reported as resulting from an ACOA-assisted project, only about 
51 are reported here, i.e., 100 x (0.67 x 0.9 x 0.85). 


*° Statistics Canada, Employment Dynamics. 

5 Statistics Canada Small Business and Special Survey, 1979-88. 

% Economic Council of Canada, Living Together, A Study of Regional Disparities, 1977 

% National Audit Office, Creating and Safeguarding Jobs in Wales, a report by the Comptroller and 
Auditor General, 1991. 
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Impact on Gross Domestic Product (GDP) Sr ediemGDPie Domestic 


Total Increase in GDP ($ 1986) 
ACOA Programming 
i... In its first Five-Year Report, the Agency 

i noted that by 1992, after five years of 
operation, Atlantic GDP was $1.4 billion 
higher annually in constant 1986 dollars 
than it would have been if equivalent 
sums had been spent on employment 
insurance. From 1992 to 1997 this annual 
GDP impact has grown to $3.7 billion. 
This results from the extra economic 
activity emanating from Agency 
programming from 1992 to 1997, plus 

the long-term impact from businesses 
supported from 1987 to 1992. 
Employment in businesses supported by 
Agency programming continues long after 
the front-end government support for 
product and market development. 


Change in Payroll 1989-1995 Over the 10-year period, the Business 


Manufacturing Sector Development, Community-Based 
: Economic Development and 


30 ) 30 COOPERATION Programs have 
produced approximately $5 in GDP 
22 for every $1 of expenditure. 


Further evidence of the contribution of 
Agency programming to regional income 
comes from Statistics Canada data on 
the growth of wages and salaries in 
ACOA-assisted manufacturing firms. 
Payrolls increased by 28% for ACOA- 
assisted manufacturing firms from 1989 
to 1995 compared with just over 2% for 
all Atlantic manufacturers, and 10% for 
Canadian manufacturers. 


ercent Change 
Percent Change 


Canada 
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Returns to the Taxpayer 


ACOA contributions to businesses are 
repayable. On top of this, it is important to 
consider the returns to the taxpayer in the 
form of taxes paid by assisted businesses 
and their employees. 


Included here are personal income taxes on 
wages earned by employees and sales taxes 
on purchases made by companies and their 
employees. Note that these tax revenues do 
not include corporate income taxes which, 
for technical reasons, cannot be calculated 
by the Conference Board model. In the 
interest of producing conservative estimates, 
possible savings to the government in 
employment insurance payments because 
of the additional employment created by 
assisted projects have not been considered. 


Over the ten years from 1988 to 1997, 
ACOA program expenditures of $3.2 billion 
have produced tax revenues of $3.9 billion. 


Impact on the 
Unemployment Rate 


In its first Five-Year Report, ACOA 
reported that the regional unemployment 
rate in 1992 was 1 percentage point lower 
than it would have been without ACOA 
programming. In 1997, it is estimated 
that the regional unemployment rate is 
2.8 percentage points lower than it would 
have been without ACOA programming. 


The firm PricewaterhouseCoopers has 
reviewed the process and assumptions 
underlying ACOA’s estimates of economic 


Tax Revenues Resulting from ACOA Expenditures* 
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impact. They conclude that the Agency’s estimate of the impact of its programming on 
the unemployment rate is reasonable and likely conservative.* 


* PricewaterhouseCoopers, Review of Assumptions and Process of ACOA Job Creation and Unemployment Rate 


Estimates, September 1998 
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Conclusion 


- The Speech from the Throne that opened the First Session of Canada’s 36th Parliament 


in late 1997 touched on many themes and topics that would engage Canadians and their 
elected representatives as the new millennium approaches, including: 


¢ Helping small- and medium-sized business develop and 
commercialize new technology; 

* Supporting science, technology, and the creation of knowledge; 

¢ Connecting Canadians to the information highway; 

* Governments working together in partnership; 

¢ Increasing opportunities for Canadians in rural communities; 

¢ Expanding Canada’s trade base; 

¢ Expanding opportunities in Aboriginal communities; and 

* Opportunities for youth. 


They are all areas where ACOA has been involved, in pursuit of its mandate of 
expanding the Atlantic economy, reflecting ACOA’s wide experience in many of the 
areas being targeted by the Government of Canada to create jobs and stimulate growth. 


The way that the Agency has tackled these challenges has involved a constant evolution 
of programs, operations, and roles. Specifically, ACOA’s main programs of support have 
become, at the same time, both simpler and better tailored to specific communities or 
local needs. 


ACOA has increased its emphasis on partnerships with other agencies and departments 
of government, with communities, and with the private sector as efficient ways to pursue 
Atlantic economic development. The results of these joint efforts have been detailed 
throughout this report, employing independent evaluations and conservative methods of 
estimation. And the results—such as the fact that the regional unemployment rate in 
1997 was 2.8% lower than it would have been without ACOA—clearly demonstrate that 
this decentralized partnership approach to regional development is working. 


Of equal importance, the report has demonstrated through the use of specific examples, 
that Atlantic Canadians are increasingly shouldering responsibility for the economic 
development of their region. However, many of the gains achieved by ACOA and its 
partners have been overshadowed by industrial restructuring and job losses in the public 
and private sectors. As a result, much work remains to be done with partners if Atlantic 
Canada is to develop and sustain a strong regional economy supporting a strong 
Canadian economy. This will require greater commitment to regional development 

on the part of partners in Atlantic development in all levels of government and the 
private sector. 
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A Commitment to Sustainable Development 

At ACOA, we believe that a healthy environment is essential 
to the development of a strong, growing and sustainable 
economy. We are committed to protecting the environment 
of this region by promoting sustainable businesses and 
communities in Atlantic Canada and by setting an example in 


the environmental management of ACOA's own operations. 


For additional copies of ACOA’s Five-Year Report to 
Parliament 1998-2003, contact: 


Atlantic Canada 

Opportunities Agency (ACOA) 
P.O. Box 6051 

Moncton, New Brunswick E1C 9J8 
CANADA 


Telephone: 1-800-561-7862 
Fax: 1-800-851-7403 


This document is also available on ACOA’s Web site at: 
www.acoa.gc.ca/publicationE/Syear/1998-2003/report.shtml 


Extracts from this publication may be reproduced for individual use 
without permission, provided the source is fully acknowledged. 


CAT: C89-4/108-2003 
ISBN: 0-662-67547-9 


The paper used for this document contains 20% post-consumer fibre. 
Vegetable-based inks were used in the printing process. 
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RETIN BE RATES 


MINISTER'S MESSAGE 


The defining characteristics of Canada’s economic success 
over the past five years have been increased productivity, 
improved international competitiveness, better trade 


performance and greater foreign direct investment. At the 
centre of this has been a growing emphasis on technology, 
innovation, skills and learning. 


During this period, the 16 federal departments and agencies 
that comprise the Industry Portfolio played a crucial role 
in implementing the Government of Canada’s Jobs and 
Growth Agenda. Working hand-in-hand with their partners 
at the federal and provincial levels, Portfolio members 
promoted the country’s key economic development priori- 
ties, including entrepreneurship and skills development, 
innovation, trade and investment, opportunities for young 
people, and rural and community development. 


My priority is to ensure that the Portfolio continues to pro- 
vide relevant and strategic support to the people of Canada 
as they work to find, and capitalize on, the opportunities 
presented by a global, knowledge-based economy. 


As a member of the Industry Portfolio, the Atlantic Canada 
Opportunities Agency (ACOA) continues to deliver the 
federal government’s Jobs and Growth Agenda in the 
Atlantic provinces. Its efforts over the past five years have, 
among other things, significantly contributed to the long- 
term economic planning process in the region. Its policy 
and research work has focussed attention and crucial 
resources on key areas of competitiveness, and enabled 
businesses and communities to benefit directly from eco- 
nomic development programs and initiatives. This report 
demonstrates how ACOA has adapted its programs and 
policies over the past five years to meet the challenges 

of a changing society. 


pee oe 


Allan Rock 
Minister of Industry 
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MINISTER OF STATE'S MESSAGE 


Increasingly, in Atlantic Canada, the drivers of the region’s 
productivity and competitiveness are its ideas, talent and 
ingenuity. Atlantic Canada’s ability to compete in world 
markets now, more than ever, depends directly on its 
capacity to innovate productively. 


Challenges remain, but it is also clear that the region is 
becoming more entrepreneurial, technologically 
sophisticated and export-oriented. Its business owners, 
managers, educators and community leaders are becom- 
ing more experienced and more assured in a competitive 
global environment. 


ACOA continues to refine its program activities in support 
of small and medium-sized businesses in Atlantic Canada. 
These activities have centred on entrepreneurship and 
skills development, trade and investment, innovation and 
technology, and access to capital. 


ACOA has also increased its efforts to strengthen community 
economic development and to expand its partnership with 
the private sector, research institutions and provincial 
governments, particularly in the areas of innovation, 
research and tourism. 


In 2000, the Government of Canada introduced the Atlantic 
Investment Partnership, a balanced mix of investments in 
the areas of innovation, trade, investment, entrepreneurship, 
business skills development and community economic 
development. This new programming built on ACOA’s past 
successes and brought new resources and a clearer focus 
on innovation to the Agency’s existing strategies, priorities 
and programs. 


Social and economic forces both within and beyond the 
region’s borders are stimulating the growth of new, 
knowledge-rich industries and catalyzing innovation in 
older, traditional ones. ACOA is working daily to make 
these trends pay dividends to the people, businesses and 
communities of Atlantic Canada. 


The Honourable Gerry Byrne 
Minister of State 
Atlantic Canada Opportunities Agency 
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The Atlantic Canada Opportunities Agency (ACOA) was 
created in 1987 to co-ordinate and implement the 

. Government of Canada’s economic development initiatives 
in Atlantic Canada. 


In fulfilling its mandate to increase opportunity for 
economic development in Atlantic Canada, the Agency con- 
tinues to be guided by the principle that Atlantic Canadians 
should be encouraged to take greater responsibility for 
this development, with the federal government as a partner. 


In the five-year period from 1998 to 2003, the Agency’s 
programming grew and evolved in response to the 
Government of Canada’s Jobs and Growth Agenda, 
which concentrates on improving Canada’s economic 
performance through greater productivity, increased 
international competitiveness, and enhanced trade and 
foreign direct investment. 


ACOA programming put increased emphasis on technology, 
innovation, and skills and learning. The development of 
small and medium-sized enterprises (SMEs) continued, 
with particular importance attached to opportunities for 
women, youth employment and rural development. Within 
Atlantic Canada, and within the Government of Canada, more 
attention was given to strategies and policies that enable 
the region to move beyond reliance on the traditional 
resource-based industries. This change culminated in 

the June 2000 announcement of the $700-million Atlantic 
Investment Partnership (AIP), a mix of strategic investments 
and programs designed to strengthen the capacity of 
Atlantic Canadians to innovate and compete in the global 
knowledge-based economy. 


The Agency continued to manage its activities through a 
framework of Strategic Priorities. 


IMPACTS BY STRATEGIC PRIORITY 


Policy, Advocacy and Co-ordination 

Over the past five years, Agency research directed by the 
policy function has focussed on maximization of benefits 
from innovation, research and development, as well as 
policy development on a wide range of sectors, including 
wood products, the oil and gas industry, aquaculture and 
other sectors. 


EXECUTIVE SUMMARY 


Through its Advocacy priority, ACOA works to maximize 
regional industrial benefits from major federal procure- 
ment contracts and to ensure that national policies and 
programs have due regard for Atlantic Canada’s interests. 
ACOA’s industrial benefits activities have resulted in 
approximately $500 million in federal procurement being 
undertaken in the Atlantic region. 


In co-ordinating the federal economic development role 
among the various federal departments operating in 
Atlantic Canada, ACOA has strengthened formal working 
relationships with a number of departments including 
Fisheries and Oceans on aquaculture, the National 
Research Council on innovation, Indian and Northern 
Affairs on Aboriginal economic development and 
Transport Canada on transportation. Increasingly, govern- 
ment initiatives cross departmental lines. Indeed, the con- 
cept of ACOA as a “regional hub” is based on the Agency's 
capacity to deliver a wide range of federal initiatives in the 
Atlantic region. The Infrastructure Canada Program, for 
example, which invests in “green” municipal infrastruc- 
ture (water and solid waste disposal systems), is adminis- 
tered by ACOA on behalf of the Government of Canada. 


Entrepreneurship and Business Skills Development 
Over the past five years, ACOA’s approach to entrepreneurship 
has evolved. The historical emphasis on awareness and 
promotion is now complemented by a strong business 
skills development agenda. This maturing of ACOA’s 
strategy is illustrated in the recent implementation of the 
$59.6-million Entrepreneurship and Business Skills 
Development Partnership. 


The Agency’s interventions have made a difference in the 
survival rate of new entrants into the business sector. The 
five-year survival rate of ACOA-assisted firms is two-and- 
one-half times the survival rate of non-assisted firms. The 
pattern of survival is broadly similar across sectors, but 
small companies (with fewer than 20 workers) benefit 
more from ACOA assistance. 


Innovation 

The region has a much lower rate of adoption of advanced 
technologies by manufacturing firms. Research has shown 
that the most widespread obstacle to introducing improved 
product and process technologies is the high cost of 

- development. A lack of skilled personnel is also a major 
obstacle. ACOA has been very active in encouraging 
productivity improvement by addressing these obstacles. 


ACOA’s investment in innovation and skills training has 
resulted in significant growth in assisted firms as evidenced 
by the increase in highly skilled and better paying jobs. The 
Atlantic Innovation Fund is providing a major stimulus to the 
scope and pace of innovation in the region and reinforces 
the Agency’s expanding role in building partnerships in 
innovation. It is noteworthy that productivity gains within 
the Atlantic manufacturing sector have exceeded the 
Canadian average over the past five years. 


Community Economic Development 

Almost one-half of Atlantic Canada’s population lives in 
rural areas, and developing the strength of these areas is 
an essential part of ACOA’s economic development strategy. 
Approximately 65% of the loans under the Agency’s Business 
Development Program (BDP) go to organizations outside 
metropolitan areas. This has occurred at a time when the 
chartered banks were closing 16% of their branch network 
in the region, with 45% of closures taking place in 

rural areas. 


A recent evaluation concluded that the Community 
Business Development Corporations (CBDCs) are having 
a significant impact on job creation and maintenance in 
rural communities. Support for rural youth employment is 
provided through the Seed Capital ConneXion Program for 
Young Entrepreneurs, which makes about 80% of its loans 
in rural areas. Between 1998 and 2003, the program 
made over 2,100 loans totalling almost $22 million. 


Tourism 

ACOA’s leadership has contributed to significant growth in 
tourism in the Atlantic region. Since 1994, the marketing 
efforts of the Atlantic Canada Tourism Partnership, com- 
prising ACOA, the four provincial governments and four 
provincial industry associations, have resulted in an addi- 
tional $170 million of tourist expenditures. This marketing 
has produced a significant return on the expenditure of 
public funds - $9.00 in tourist expenditures for every 
$1.00 of media purchased. 


The Atlantic tourism industry has made significant 
advancements in its adoption of Internet technologies and 
e-commerce as a result of ACOA’s support of the Atlantic 
Canada Technology Initiative. As one example, 87% of the 
Atlantic region’s tourism businesses were involved in 
business-to-consumer e-commerce in 2002, compared 
with 42% of the businesses in 1999. 


Trade and Investment 

With fewer than 3% of Atlantic SMEs currently engaged in 
export activities, the Agency is giving particular priority 
to building the export base of businesses in the region 
through a variety of specific measures to enhance export 
experience and success. 


Follow-up surveys indicate that close to 80% of BDP clients 
who became new exporters in 1998 and 1999 are still 
successfully exporting. In comparison, about one-half of 
new Canadian exporters continue to export over a three to 
four year period. 


Since 1999, the trade missions sponsored by Team Canada 
Atlantic, a partnership of ACOA, the four provincial govern- 
ments, the Department of Foreign Affairs and International 
Trade, and Agriculture and Agri-Food Canada, have produced 
short-term sales of approximately $10 million and long- 
term sales projected at over $150 million. 


The Canada/Atlantic Provinces COOPERATION Agreement 
on International Business Development (IBDA) is a collab- 
orative effort between the federal government and the 
Atlantic Provinces. Over 90 projects, involving close to 
1,600 companies, were approved under IBDA from fiscal 
year 1998-1999 to 2002-2003. The latest survey has indi- 
cated that 22% have started exporting to new markets; 
30% have increased their volume of exporting to current 
markets; and 28.5% have identified potential new markets. 


Access to Capital and Information 

According to the Conference Board of Canada, “the SME 
debt market appears to be less developed in Atlantic Canada 
than in Canada as a whole. Indeed, there may be fewer 
suppliers, less breadth, fewer providers and few choices.” 


To fill this gap, the Agency’s Business Development Program 
enables SME investments to proceed because the unsecured 
loans act much like equity, making the projects “bankable” 
and leveraging funds from other sources. 


According to a recent evaluation of the program, firms 
assisted through the BDP have experienced growth in 

- employment four times that of unassisted firms. The 
growth in payrolls was more than six times that of unas- 
sisted firms. 


ACF Equity Atlantic is a venture capital partnership between 


ACOA, the provincial governments and private sector lenders. 


It has leveraged its capital more than five times, investing 
in venture capital transactions worth over $100 million to 
date. The portfolio companies now employ more than 400 
knowledge workers. 


The Canada Business Services Centres provide information 
to SMEs. A recent evaluation found that 85% of clients 
were either “Satisfied” or “Very Satisfied” with the services 
provided. 


ATLANTIC INVESTMENT 
PARTNERSHIP 


The Atlantic Investment Partnership (AIP) serves to link 
regional and national priorities and to engage public 
and private sector stakeholders in a concerted effort to 
strengthen and sustain the region’s long-term prosperity. 


There are four major investments under the AIP: 

1) The Partnership for Innovation encourages an 
accelerated innovation agenda, including new 
research and development initiatives in support 
of bio-technology/genomics, information technology, 
e-commerce and marine technologies. 

2) The Atlantic Trade and Investment Partnership funds 
initiatives to strengthen the export performance of 
Atlantic firms. 

3) The Entrepreneurship and Business Skills Development 
Partnership addresses the technical and business skill 
human resource constraints of growing firms within 
the region. 

4) The Strategic Community Investment Fund represents a 
targeted approach to building community capacity. 


IMPACT ON ATLANTIC 
ECONOMIC GROWTH 


Overall Impact 


As evidence of ACOA’s contribution to regional growth 
over the 1989-1999 period, payrolls — a close measure 
of earned income — grew nearly twice as fast in ACOA- 
assisted firms than in non-assisted firms. 

Over the five-year period, direct Agency support to 
business has produced over five dollars in Gross 
Domestic Product (GDP) gains for every dollar of 
ACOA expenditure. 

Total employment in the Atlantic region is over 20,000 
higher in 2002 than it would have been without the 
total net employment gains (direct plus indirect and 
induced) resulting from Agency-direct support to 
small business. 

Over the five years from 1998 to 2002, Agency 
expenditures of about $500 million in direct support 
to small business have produced tax revenues of over 
$600 million. 


Sector Impact 


Export sales growth in the manufacturing sector 
resulted in nearly 15,000 additional jobs over the 
1998-2002 period. Just over one-third of these jobs 
are attributable to firms receiving ACOA support. 
Significant growth in the tourism sector led to an addi- 
tional 2,500 jobs in the accommodations sector over 
the 1997 to 2002 period. Approximately 25% of these 
jobs are attributable to ACOA-assisted firms. 

Exports in the aquaculture industry increased by 
almost 50% from 1997 to 2002. Almost 50% of the 
resulting gains in aquaculture employment are 
attributable to growth in ACOA-assisted firms. 
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Pursuant to Section 21(2) of the 
Government Organization Act, 

. Atlantic Canada, 1987, the President 
of the Agency is required to submit to 
the Minister responsible for the Atlantic 
Canada Opportunities Agency (ACOA) 
a five-year Report to Parliament on the 
Agency's activities. The Minister is 
required to table the report in Parliament 
on any of the first fifteen days on which 
the House is sitting after the Minister 
receives it. 


This report, covering the period of April 1, 1998 to 
March 31, 2003, is the third to be submitted since the Agency 
was established in June 1987. 


INTRODUCTION 


The report is organized in four main sections. 


Section 1 

The Agency sets out the government-wide context of 
federal policies and management initiatives surrounding 
the work of the Agency over the five-year period. This 
section also describes the way in which ACOA pursues its 
mandate in partnership with private and public sector 
stakeholders in the Atlantic region. 


Section 2 

The Agency at Work describes the activities of 

the Agency in: 

¢ Policy, Advocacy and Co-ordination 

e Entrepreneurship and Business Skills Development 
e Innovation 

e Community Economic Development 

¢ Tourism 

e Trade and Investment 

e Access to Capital and Information 


Section 3 

ACOA Perspectives reviews the economic performance 
of the Atlantic region over the five-year period, including 
an analysis of ACOA’s impact, and concludes with a forward- 
looking discussion of ACOA’s challenges and vision for the 
Atlantic region. 


Section 4 

Methodology and Approach is a technical appendix 
that provides greater detail on the logic model and 
measurement techniques used to determine results. 
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THE CONTEXT: 1998-2003 


In the January 30, 2001 Speech from the Throne, the 
Government of Canada emphasized the importance of 
innovation and the generation of new knowledge in creating 
opportunity for Canadians. For its part, the federal 
government committed to doubling the current federal 


. investment in research and development (R&D) by 2010, 


by strengthening the research capacity of Canadian 
universities, accelerating the commercialization of 
research discoveries and pursuing a global strategy for 
Canadian science and technology supported by more 
leading-edge collaborative international research. 


“This is a time of great potential 
for Atlantic Canada. The very nature 
of the new economy makes 
knowledge, skills and innovation - 
not geography - the keys to 
opportunity and prosperity.” 

The Right Honourable Jean Chrétien, 


Prime Minister of Canada 
Halifax, Nova Scotia, June 29, 2000 


The Atlantic Investment Partnership, announced in 
mid-2000 and launched in June 2001, represents a 
$700-million economic development policy framework 
that serves to link the federal government's national priorities 
of innovation, growth and development with the Atlantic 
Canada Opportunities Agency's (ACOA’s) regional priorities 
of innovation, community economic development, 
entrepreneurship and business skills development, and trade. 


As the Government of Canada moved forward with its 
efforts to restore fiscal stability to the nation’s finances — 
moving from a deficit of $42 billion in 1993-1994 to a 
balanced budget in 1997-1998 — federal departments and 
agencies re-focussed their activities around strategic prior- 
ities and service delivery improvements. 


During this period, the evolution of ACOA’s policies and 
programs have responded to: 


e the overall economic policy agenda of the federal 
government; 

e the partnership themes of the Industry Portfolio in 
which ACOA is a key player; and 

e the government-wide priorities established for the 
management of departments and agencies. 


OPERATING ENVIRONMENT 


Position within the Government 

ACOA operates within the Industry Portfolio, which 
includes 16 departments and agencies that report to 
Parliament through the Minister of Industry. 


The foundation of the Portfolio approach is a commitment 
by its members to effective co-operation and partnerships, 
a concept that is central to how ACOA addresses the needs 
and opportunities of Atlantic Canadian small and medium- 
sized enterprises (SMEs). 


The Industry Portfolio 

e Atlantic Canada Opportunities Agency 

e Business Development Bank of Canada 

e (Canada Economic Development for Quebec Regions 

e (Canadian Space Agency 

e Canadian Tourism Commission 

¢ Competition Tribunal 

e Copyright Board Canada 

e Enterprise Cape Breton Corporation 

e Industry Canada 

e Infrastructure Canada 

e National Research Council Canada 

e Natural Sciences and Engineering Research Council of 
Canada 

e Social Sciences and Humanities Research Council of 
Canada 

¢ Standards Council of Canada 

¢ Statistics Canada 

e Western Economic Diversification Canada 


DEPARTMENTAL ORGANIZATION 


Activity Structure 

ACOA’s program is divided into two business lines: 
Development and Corporate Administration. The majority 
of ACOA’s efforts toward the attainment of its objectives are 
accounted for under Development. The Corporate 
Administration business line isolates the administrative 
functions of the Agency from the direct program-related 
business of the organization. 


Organizational Structure 

ACOA’s Head Office is located in Moncton, New Brunswick. 
Head Office components are the President’s Office, Policy 
and Programs, Finance and Corporate Services, Legal 
Services and Human Resources. 


In each provincial capital in Atlantic Canada, regional 
Vice-Presidents are responsible for the delivery of ACOA 
programs. In Sydney, Nova Scotia, the Vice-President of 
Enterprise Cape Breton Corporation is responsible for 
delivering most of ACOA’s programs in Cape Breton. 
Vice-Presidents are equipped with Ministerial-delegated 
authorities to approve most projects and proposals 
occurring within their regions. 


Through its Ottawa office, ACOA advocates the interests of 
Atlantic Canadians in the development of national policies 
and programs, including the interests of the region’s 
entrepreneurs related to federal procurement. 


ACOA's legislation provided for the creation of an ACOA 
Advisory Board. This Board is composed of the President 
of ACOA, as Chair, and up to seven other members 
representing the four Atlantic provinces. Board members 
are appointed by the Governor in Council on the 
recommendation of the Minister responsible for ACOA. 


The Board members are successful entrepreneurs or 
business professionals who have demonstrated their 
understanding of the unique challenges inherent in 
establishing and maintaining successful businesses within 
their respective provinces. In working closely with the 
President, they share advice and the benefit of their 
expertise on a diverse variety of issues and initiatives with 
which the Agency is involved. 
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Members of ACOA’s Advisory Board hold office at the 
Minister's pleasure, for a term not exceeding three years. 
They may be re-appointed only for one additional term of 
three years. 


The President of ACOA is also, ex officio, the President of 
Enterprise Cape Breton Corporation (ECBC), Chair of the 
Board and the Chief Executive Officer. ECBC is a Crown 
corporation established by legislation to promote and 
assist the financing and development of industry on Cape 
Breton Island and Mulgrave, to provide employment 
outside the coal-producing industry and to broaden the 
base of the economy of Cape Breton Island. 


Accountability 

The Minister of Industry is responsible for ACOA. The 
Minister of State, ACOA, reports to the Minister of Industry. 
The President of ACOA is responsible for the Development 
and Corporate Administration business lines and reports 
to the Minister of Industry and the Minister of State. 


“Stimulating job creation 


FEDERAL ECONOMIC PRIORITIES 


1998-2000 The Jobs and Growth Agenda 

As the 20" century drew to a close, the federal Jobs and 
Growth Agenda concentrated on improving Canada’s 
economic performance through greater productivity, 
increased international competitiveness, enhanced trade 
and foreign direct investment. The underpinning of the 
Agenda was increasing emphasis on technology, innovation, 
skills and learning. 


From an employment 
perspective, the 
evelopment of small 
and medium-sized 


Consistent with the priorities of the Jobs and Growth 
Agenda, the Agency continued to focus and refine its 
program activities in support of SMEs in Atlantic Canada. 
These activities have centred on access to capital and 
information, entrepreneurship and business skills develop- 
ment, innovation and technology, and tourism and trade. 


The Agency also increased its efforts to strengthen com- 
munity economic development, especially in rural areas, 
in association with the Community Business Development 
Corporations (CBDCs), and to expand its partnership roles 
with the private sector, academic and research institutions 
and provincial governments, particularly in the areas of 
innovation and research. 


and economic growth has been, 

remains, and will continue to be 
a major objective of the 
Government of Canada.” 


Speech from the Throne - First Session of the Thirty-sixth 
Parliament of Canada 


enterprises (SMEs) 
continued as a priority, 
with particular 
importance attached 
to opportunities for 


As part of its mandated role in policy research and advo- 
cacy, the Agency was actively engaged in the discussion 
and debate concerning the economic future of the region. 


Within Atlantic Canada, and within the Government of 


September 23, 1997 


youthemployment and 
rural development. 


The federal Jobs and Growth initiatives included: 

e The Canadian Rural Partnership initiative announced 
in the federal budget of 1998, with a view to bringing 
government-wide resources to improve opportunities 
in rural communities; 

e The National Action Plan on Skills and Knowledge for 
the 21" Century, announced in the 1999 Speech from 
the Throne; 

e The launch of Investment Team Canada, announced in 
the 1999 Speech from the Throne, as an initiative to 
increase foreign direct investment in Canada; 

e The Knowledge and Innovation Initiatives, announced 
in the federal budgets of 1999 and 2000, augmenting 
the role and resources of the Canada Foundation for 
Innovation (CFI), the Technology Partnerships Canada 
(TPC) program and the Networks of Centres of 
Excellence programs; 

e The continuation of the Trade Team Canada initiative 
with the private sector and provincial governments, led 
by the Prime Minister; and 

e The re-institution of the Canada Works Infrastructure 
Program announced in the 2000 federal budget 
and directed to strategic investments in physical 
infrastructure. 
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Canada, attention was increasingly given to strategies and 
policies to enable the region to move beyond reliance on 
the traditional resource-based economy and to position 
itself to enhance income and employment growth in the 
knowledge-based global economy. Accordingly, public dis- 
cussion included consideration of ways in which the 
region could more fully participate in national policies in 
support of innovation and research. 


This debate was evidenced in the Atlantic Vision 
Conference held in Moncton in the fall of 1997, in the 
document Catching Tomorrow's Wave, and in the work 
of research institutes in the region such as the Atlantic 
Provinces Economic Council. From a Government of 
Canada perspective, this debate culminated in the 
announcement of the Atlantic Investment Partnership. 


“There is a growing consensus in 
Atlantic Canada that a new 
approach to economic development 
is needed. An approach based on 
innovation, trade and investment, 
entrepreneurship and community 
economic development.” 


The Right Honourable Jean Chrétien, 
Prime Minister of Canada. 
Address concerning the Atlantic Investment Partnership 
Halifax, June 29, 2000 
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2000-2003 ACOA and the Atlantic 
Investment Partnership 


The Atlantic Investment Partnership (AIP) represents a 

$700-million economic development policy framework that 
serves to link regional and national priorities and to engage 
public and private sector stakeholders in a concerted effort 
to strengthen and sustain the region’s long-term prosperity. 


Building on ACOA’s mandate to enhance the growth of 
earned incomes and employment opportunities, the AIP 
has been designed to increase the region’s competitiveness 
and productivity in the knowledge-based global economy. 


A series of dynamic partnerships make up the AIP, combining 
the resources of the federal government with those of the 
research community, the private sector and the myriad of 
communities across Atlantic Canada: 


e Partnership for Innovation — an investment of 
$300 million in the region’s innovation infrastructure. 

¢ Partnership for Trade and Investment — to 
encourage increased exports from the region and to 
increase foreign direct investment in Atlantic Canada. 

e Partnership for Entrepreneurship and Business 
Skills Development — encourages and assists SMEs 
to upgrade their business and technological skills to 
meet the demands of the national and international 
marketplace. 

¢ Partnership for Community Economic 
Development — an investment of $135 million in 
support of community-based projects that strengthen 
economic capacity and create new opportunities for 
investment and job creation. 


The AIP is described in more detail in Chapter 3. 


THE MANAGEMENT PRIORITIES 


As a federal agency, ACOA operates within the context of 
federal government policies and guidelines concerning the 
management of services to the public and the accountability 
of departments and agencies to Parliament for expenditures 
and performance. 


IMPROVED REPORTING TO 
PARLIAMENT/RESULTS 
FOR CANADIANS 


In June 1997, Treasury Board was designated as the 
Government of Canada’s management board. As such, the 
Board assumed an enhanced role as a catalyst for 
management change and improved governance. Results for 
Canadians: A Management Framework for the Government 
of Canada provides a coherent framework for management 
in all government departments and agencies; defines the 
government’s management commitments; describes how 
the government’s management board, and departments 
and agencies must work together to modernize government 
management practices; and sets out a clear agenda for 
change. 


The Improved Reporting to Parliament Project involved 

ACOA as one of 18 departments providing the first set of 
Departmental Performance Reports to Parliament in the 
fall of 1997. 


This is part of a broader initiative led by the Treasury 
Board of Canada to increase the results orientation and 
transparency of information provided to Parliament, 
known as “Getting Government Right.” 


In the period 1998-2003, as part of the Estimates presented 
to Parliament, the President of the Treasury Board of 
Canada, on behalf of the Minister responsible for ACOA, 
has tabled annual reports on ACOA’s Plans and Priorities 
as well as the Departmental Performance Reports’. These 
reports are subject to scrutiny by the Auditor General of 
Canada and reviewed by the Standing Committee on 
Industry, Science and Technology. ACOA has made reporting, 
accountability, transparency and protecting the public 
interest the cornerstones of its results-based management 
approach to program planning, implementation, monitoring, 
audit and evaluation. 


The Agency was awarded the inaugural 
Canadian Comprehensive Auditing 
Foundation - Treasury Board of Canada 
Award in 2001 for excellence in public 
performance reporting. 


' The documents can be found on ACOA’s Web site at: http://www.acoa-apeca.gc.ca/e/library/parliament.shtml. 


Modern Comptrollership 

As part of the Government of Canada’s Modern 
Comptrollership agenda, ACOA commenced implementation 
of its Modern Business Management Initiative in 2001-2002. 
A management capacity assessment was completed and 
used to identify 10 priority areas where special efforts will 
be made over three years to improve management capacity. 
The next assessment will be conducted in fiscal year 
2004-2005. 


Government On-Line 

The Speech from the Throne on October 12, 1999 
committed the Government of Canada, through its depart- 
ments and agencies, to be the most connected country in 
the world. It established the goal of providing all services 
on-line via the Internet by 2004. 


In the period 1998-2003, ACOA further developed the 
content and accessibility of its Web site as well as the 
electronic availability of its services to clients. The Agency 
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More, 


is now re-engineering business processes with a view to 
improving service to clients, including project-related 
transactions using data encryption and electronic signatures’. 


Sustainable Development Strategy 

All federal departments and agencies are required to 
manage their operations consistent with the objectives and 
practices of sustainable development. Over the 1998-2003 
period, the Government of Canada strengthened the 
management framework for sustainable development with 
the provision of guidelines for departmental and agency 
decision-making. In addition, a Commissioner for 
Sustainable Development was appointed to provide 
government-wide oversight on the implementation of the 
strategy and a variety of initiatives were introduced to 
promote environmental technologies and best practices. 


2 More information on Government On-Line (GOL) can be found on ACOA’s Web site at: http://www.acoa-apeca.gc.ca/e/about/gol.shtml. 
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ACOA’s Sustainable Development Strategy, first tabled in 
Parliament on December 10, 1997, was updated on 

. February 14, 2001. The strategy outlines ACOA’s goals, 
objectives and actions to improve sustainable development 
in Atlantic Canada and explains how the Agency integrates 
sustainable development into its policies and programs. 
More information on ACOA’s Sustainable Development 
Strategy can be found on ACOA’s Web site at 
http://www.acoa-apeca.gc.ca/e/sustain/strat.shtml. 


Official Languages Act - Section 41 

Beyond the ongoing requirement to provide service to the 
public consistent with the provisions of the Official 
Languages Act (OLA), ACOA also plays an active role in the 
implementation of Section 41 of the OLA, which deals with 


the economic development of Francophone communities. 
The Agency played an important supporting role in co- 
ordinating economic activities related to the international 
Sommet de la Francophonie held in Moncton, New 
Brunswick, in 1999. ACOA collaborated with other federal 
departments in the region in support of economic devel- 
opment activities for the Francophone communities 
throughout the Atlantic region. ACOA’s support of the 
French linguistic minority community is evidenced by its 
continued, active participation on the National Committee 
for Canadian Francophonie Human Resources 
Development. ACOA is currently preparing activities to 
support the World Acadian Congress scheduled to be held 
in Nova Scotia in 2004. 
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HOW ACOA PURSUES ITS MANDATE 


THE ACOA MANDATE 


The Agency derives its mandate from the Government 
Organization Act, Atlantic Canada, 1987. The Act 
provides ACOA with a broad mandate for economic 
development in Atlantic Canada. 


ACOA’s mandate is to increase opportunity for economic 
development in Atlantic Canada and, more particularly, to 
enhance the growth of earned incomes and employment in 
that region. 


The Agency undertakes a variety of policy, advocacy and 
co-ordination activities with respect to the broader 
mandate for economic development. These federal 
activities are undertaken in the region in partnership with 
other stakeholders in order to enhance the capacity and 
climate for growth and development in Atlantic Canada. 


The ACOA legislation directs that the Agency give particular 
emphasis to the development of small and medium-sized 
enterprises (SMEs). Accordingly, ACOA seeks to ensure that 
the relevant business development tools and resources are 
available to serve the needs of the region’s existing and 
emerging entrepreneurs. 


ACOA'S STRATEGIC PRIORITIES 


The Agency manages its activities through a framework of 

strategic priorities that reflect: 

e the results of policy research and analysis; 

¢ periodic review of the effectiveness of Agency programs; 

¢ ongoing dialogue with other stakeholders in the region; and 

¢ the priorities and directions of the Government of 
Canada and of the Industry Portfolio. 


ACOA’s strategic priorities are discussed in detail in 
Chapters 4 through 10. 


ACOA’s Partners 

e Aboriginal Communities 

¢ The Business Sector 

¢ Research Institutes 

¢ Provincial Governments 

¢ Municipalities 

¢ Universities and Colleges 

¢ Community-based Economic Development 
Organizations and Voluntary Groups 

¢ Other Federal Government Departments 


PARTNERS 


In pursuit of its mandate, ACOA works in partnership with 
the people of Atlantic Canada toward the long-term devel- 
opment of the region. The Agency is committed to helping 
Atlantic Canada strengthen its own capacity for economic 
development, recognizing that the government’s role is as a 
catalyst in economic development more than as the engine 
of economic growth. Accordingly, ACOA attaches the high- 
est importance to developing and collaborating with other 
stakeholders in the region as partners in growth. Virtually 
all of ACOA’s developmental work involves partnerships. 


The Minister of State for ACOA and staff are committed to 
an ongoing dialogue with leaders in the public and private 
sector through formal and informal meetings, information 
exchanges, and co-operation on specific initiatives to 
advance the region’s agenda for economic development. 


ACOA works closely with business leaders and associations 
in a variety of economic sectors. For example, in tourism, 
the Agency leads broad-based initiatives with the industry 
through the Atlantic Canada Tourism Partnership, Best 
Practices Missions and the Atlantic Canada Technology 
Initiative. The Agency also focusses on specific 
developmental priorities such as external trade, notably 
through the work of the Team Canada Atlantic missions. 
The Agency draws widely on private sector advice and 
expertise through the ACOA Advisory Board, the Board of 
the Atlantic Innovation Fund and private sector groups. 


ACOA partners with a variety of boards, agencies and 
commissions, particularly in rural areas. These partnerships 
aim to advance the community agenda for economic 
development and to implement specific initiatives to build 
developmental capacity within the community. For example, 
the Agency works with the volunteer boards of the 
Community Business Development Corporations and with 
local Chambers of Commerce and Boards of Trade. 


ACOA is also in partnership with Aboriginal communities 
throughout the region to increase economic opportunity 
for Aboriginal peoples. For example, in New Brunswick, 
the Joint Economic Development Initiative represents an 
ongoing partnership between Aboriginal peoples and a 
variety of public and private sector stakeholders working 
on specific developmental opportunities in areas such as 
training and employment. 


In partnership with universities and research institutes, the 
Agency plays a leadership role in developing the regional 
agenda for innovation. ACOA partners with Atlantic univer- 
sities with respect to their regional participation in the 
national programs of the Canada Foundation for 
Innovation, the National Research Council, the National 
Sciences and Engineering Research Council and Genome 
Canada and, more generally, to enhance Atlantic Canada’s 
involvement in Canada’s Innovation Strategy. 


In partnering with provincial governments and municipali- 
ties, ACOA undertakes an active role in program delivery 
with respect to the federal government's infrastructure 
programs in Atlantic Canada. 


With other federal government departments, ACOA initiates 
partnership arrangements through Federal Councils in 
each of the Atlantic provinces. The Councils are chaired by 
ACOA’s regional Vice-Presidents and bring together senior 
officials of federal departments and agencies to improve 
the delivery of services and co-ordination of federal 
activities, particularly with provincial governments. The 
Councils work jointly with stakeholders in key areas such 
as official languages, human resource management, 
Government On-Line and regional economic development. 
The Councils also provide regional input to the management 
of the federal government's operations and plans. 


ACOA also partners with other members of the Industry 
Portfolio, such as the Business Development Bank of 


Canada and the Canadian Space Agency. As well, ACOA has 
close working relationships with other federal departments, 
such as Natural Resources Canada, Fisheries and Oceans 
Canada, Canadian Heritage, Human Resources 
Development Canada, and Transport Canada, where the 
region has strategic developmental interests. 


RESOURCES 


Agency spending over the five-year period was $1.6 billion, 
which includes $85.0 million on the Infrastructure Canada 
and Canada Infrastructure Works Programs and 

$41.7 million on statutory transfer payments’. 


Figure 1 represents the distribution of expenditures among 
the Agency’s strategic priority areas (includes $85.1 million 
for Corporate Administration, but excludes the Infrastructure 
Canada Program, the Canada Infrastructure Works Program 
and statutory payment amount). 


Projects and their associated expenditures are ascribed to a 
single strategic priority. However, it is clear that the Agency 
has a number of mutually reinforcing strategic priorities. 
For example, Access to Capital and Information takes place 
throughout the region and could be represented within 
Community Economic Development. 


g Statutory payments include liabilities under the Smal/ Business Loans Act, the Canada Small Business Financing Act and liabilities for loan or credit pursuant to the 


Government Organization Act, Atlantic Canada, 1987 


Figure 1 
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Expenditures by Strategic Priority - Fiscal Years 1998-1999 to 2002-2003 


Total Agency $1.5 billion 


Figure 2 
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. Access to Capital and Information 


40.3% - $602.8 million 
Employment, new business start-ups 
and expansion for Atlantic SMEs 


. Community Economic Development 


13.8% - $206.0 million 


Economic opportunities for Atlantic Canada 


. Policy, Advocacy and Co-ordination 


2.9 % - $44.3 million 


Greater economic activity through national 
policies sensitive to the needs of the region 


. Entrepreneurship and 
Business Skills Development 
13.4% - $200.8 million 
To develop the motivation and skills 
required to start and successfully 
grow business 


Source: ACOA's Corporate System 


Expenditures by Program - Fiscal Years 1998-1999 to 2002-2003 


Total Agency $1.5 billion 


Figure 2 represents the distribution of expenditures 
among the Agency’s programs (includes $85.1 million for 


a. Business Development Program 
53.1% - $793.8 million 
Canada Business Service Centres 
0.9% - $13.5 million 
Provides unsecured repayable loans and 
central information and referral points for 
Atlantic SMEs and aspiring entrepreneurs, 
support to non-profit organizations 
providing services to businesses and 
creating a business development climate 


. COOPERATION Program 4 
21. 8% - $326.7 million 
Joint federal-provincial undertakings that 
bring generic benefits to an industry, 
sector, community or province 


. Adjustment Programs 
14.3% - $213.2 million 
Ad-hoc programs and activities 
undertaken to generate employment in 
areas impacted by unique circumstances 


Source: ACOA's Corporate System 


Corporate Administration, but excludes the Infrastructure 


e. Trade and Investment 
6.7% - $99.9 million 
Increase exports and 
foreign investment 


f. Tourism 
7.0% - $104.7 million 
Increase tourism in 
Atlantic Canada 


g. Innovation 
15.9% - $237.4 million 
Develop and commercialize new 
technologies, increase capacity 
and growth of strategic clusters 


d. Other programs 
4.9% - $73.5 million 
Promote policy research and develop 
economic opportunities for rural 
Atlantic Canada 


e. Atlantic Investment Partnership - 
Other programming 
0.9% - $13.5 million 
Encourage exports, tourism, foreign 
investment and improve the motivation 
and skills required to start and 
successfully grow business 


f. Strategic Community Investment Fund 
1.7% - $25.7 million 
Support strategic initiatives that enable 
communities to adopt new technologies, 
enhance the competitiveness of their 
industrial bases, and develop their 
economic infrastructures 


g. Atlantic Innovation Fund 
2.4% - $36.0 million 
Assisting projects in the area of the 
natural, applied and social sciences 


Canada Program, the Canada Infrastructure Works 
Program and statutory payment amount). 


4 Bilateral economic development agreements expired durring the period covered by this report and have not been renewed. 


REPAYABILITY 


-Among its many activities, ACOA makes non-interest 
bearing repayable investments in SMEs to help them start 
up, expand, improve productivity, develop new markets 
and the like. The repayability provisions introduced under 
ACOA’s Business Development Program (BDP) in 1995 
resulted in a larger portion of assistance being repayable 
and a corresponding growth in a loan portfolio that must 
be effectively managed. 


To further stimulate investment in priority areas, a move 
toward conditionally repayable contributions was 
approved in August 1996. This type of funding promotes a 
shared risk between ACOA and a client where terms of 
repayability are dependent on success criteria being met. 
Conditional repayability now applies to projects involving 
innovation and /or the acquisition of leading-edge technol- 
ogy, projects for market and trade development, as well as 
projects for skills development. 


As of March 31, 2003, the principal outstanding on the 
entire repayable portfolio was $347.9 million, which 
includes $5.3 million from conditionally repayable 
accounts as shown in Figure 3. Conditionally repayable 
accounts are monitored and reviewed on a regular basis 
and, as conditions are met, amounts are deemed due and 
added to the repayable portfolio. 


Amounts col- 
lected from 
repayable con- 
tributions are 
available to 
ACOA in subse- 
quent years for 
re-investment. 
$347.9 The total 
amount collect- 
ed during the 
five-year period 
was $213.6 
million as 
shown in 
Figure 4. 


Figure 3 


Repayable Contributions Portfolio 
as of March 31, 2003 ($ million) 


Principal Outstanding 


| 


| $5.30 
$342.60 


ACOA’s mandate 
is to fill financ- 
ing gaps in 
high-risk areas 


H Conditionally Repayable 
& Unconditionally Repayable 


Source: ACOA’s Corporate System 


where com- Figure 4 
mercial Repayments 
lenders have ($ million) 

a tendency 


not to partici- 
pate. 

The Agency 
fully expects 
to be repaid 
with each 
loan it makes. 
However, 
business is 
inherently 
risky and 
unlike con- 
ventional 
lenders, ACOA 
does not take 
security. Inevitably, some projects will not succeed and 
loans will not be repaid. In those instances, the outstand- 
ing repayable amount is written off. 


98/99 99/00 00/01 01/02 02/03 


Source: ACOA’s Corporate System 


Figure 5 shows recent amounts written off, based on the 
write-off decision date (as opposed to the year in which 
the loan was made) and as reported in the Public 
Accounts of Canada. ACOA contributions are interest-free 
unless the repayment agreement is defaulted, at which 
time interest is charged. 


Figure 5 


Write-offs 
Reported in Public Accounts 
($ million) 


@ interest Written Off 
© Contribution Written Off 


Source: ACOA's Corporate System 


CHAPTER 


ATLANTIC INVESTMENT PARTNERSHIP 


OVERVIEW 


On June 29, 2000, the Prime Minister of Canada and the 
four federal Ministers from Atlantic Canada, announced 
the $700-million Atlantic Investment Partnership (AIP). 
This five-year, federal initiative features a mix of strategic 
investments and programs designed to strengthen the 
capacity of Atlantic Canadians to innovate and compete in 
the global, knowledge-based economy. 


The AIP takes a balanced and comprehensive approach, 
placing priority on developing innovation and technology, 
increasing trade and investment, enhancing entrepreneur- 
ship and business skills development, and promoting rural 
and community economic development. The AIP is a pan- 
Atlantic initiative and encourages partnerships between 
key stakeholders, including different levels of government, 
communities, businesses, universities, colleges and 
research institutes. While ACOA is delivering most of the 
elements of the AIP, the National Research Council plays a 
role by building on its network of research centres in 
Atlantic Canada. 


There are four major components under the AIP’. 


PARTNERSHIP FOR INNOVATION 


Atlantic Innovation Fund 

The Atlantic Innovation Fund (AIF) is making strategic 
investments in leading-edge research and development 
(R&D) initiatives that directly contribute to the develop- 
ment of technology-based economic activity. The AIF is 
funded at $300 million over five years, beginning in the 
2001-2002 fiscal year. 


The objectives of the AIF are to increase activity in, and to 
build capacity for, innovation and R&D; to increase the 
capacity for commercialization of R&D output; to maxi- 
mize benefits from national R&D programs; and to 
strengthen the region’s innovation capacity by supporting 
R&D and commercialization partnerships and alliances. 


The AIF entertains proposals from commercial and non- 
commercial entities such as universities, colleges, other 
post-secondary educational institutions, business associa- 
tions, research institutions and private firms. 


Project proponents are encouraged to lever financing from 
other sources including national programs such as the 
Canada Foundation for Innovation, Technology 
Partnerships Canada, national granting councils, and the 
National Research Council’s Industrial Research Assistance 
Program. However, the AIF is not an automatic top-up for 
national programs. 


A 10-member Advisory Board has been appointed to make 
recommendations on all AIF project proposals to the 
Ministers, who select projects for funding. 


As of March 31, 2003, two calls for proposals had been 
issued under the AIF Round I received 195 proposals 
(75 commercial and 120 non-commercial), valued at 
$1.5 billion and seeking total funding of $810 million. 
Funding was approved for 47 projects, totalling 

$155 million. 


Round II received 174 proposals (80 commercial and 

94 non-commercial) requesting $545 million in AIF fund- 
ing toward total project costs of $1 billion. Projects from 
Round II were being evaluated on March 31, 2003. 


Anticipated leveraging is approximately $185 million from 
universities and other research institutions ($33 million), 
national programs ($57 million), provincial governments 
($5 million) and private sector ($90 million). 


National Research Council 

The Partnership for Innovation element of the AIP also 
involves an investment by the National Research Council 
(NRC) of $110 million over five years to expand and 
strengthen its network of research centres in Atlantic 
Canada. While these NRC centres have national mandates, 
they focus on specific areas of technology that represent 
economic development and investment opportunities in 
the Atlantic region. 


As of March 31, 2003, NRC has confirmed specific 
investments in E-Commerce Institutes in Fredericton, 
Moncton, Saint John and Miramichi (interlinked by a 
high-speed broadband network); the Information 
Technology Research Group in Cape Breton; the Institute 
for Marine Biosciences and Institute for Biodiagnostics in 
Halifax; and the Institute for Marine Dynamics in 

St. John’s. NRC is also studying a bio-resource facility 

in Charlottetown. 


> A list of approved AIP projects can be found on ACOA's Web site at: http://www.acoa-apeca.gc.ca/publicationE/Syear/1998-2003/index.shtml. 


These investments are considered important elements of 

- the innovation infrastructure and are needed to support 
growth in leading-edge technology clusters. They are 
designed to forge linkages among key players and to help 
attract investments in new technology and research oppor- 
tunities. The investments will assist in the retention of 
highly skilled workers and foster the growth of globally 
competitive companies in Atlantic Canada. 


ATLANTIC TRADE AND 
INVESTMENT PARTNERSHIP 


The $64-million Atlantic Trade and Investment Partnership 
(ATIP) is designed to strengthen the export performance 
of the Atlantic region by enhancing the capabilities of 
SMEs to initiate and expand export activity and attract 
increased foreign direct investment in Atlantic Canada. 
ATIP has six key elements: 


¢ Team Canada Atlantic Missions; 

* Sector Export Strategies; 

¢ Trade Education and Skills Development; 
¢ Export Internship for Trade Graduates; 

¢ Atlantic Investment Strategy; and 

¢ Tourism Development. 


Since its announcement in May 2002, ATIP has approved 
$9.2 million in assistance toward 132 projects. ACOA’s 
investment has levered an additional $3.2 million in 
assistance from other partners, resulting in a total 
investment of over $12.4 million. 


ENTREPRENEURSHIP AND 
BUSINESS SKILLS DEVELOPMENT 
PARTNERSHIP 


The $59.6-million Entrepreneurship and Business Skills 
Development Partnership is designed to increase the 
number of Atlantic Canadians choosing to start a business 
and to improve the ability of existing businesses to com- 
pete and grow successfully. It has three key elements: 

¢ Innovation Skills Development Initiative; 

e¢ Women in Business Initiative; and 

¢ Young Entrepreneur Development Initiative. 


From its announcement in October 2002 to March 31, 
2003, the Entrepreneurship and Business Skills 
Development Partnership has approved over $9 million 
in assistance toward 125 projects. ACOA’s investment has 
levered an additional $4 million in assistance from 
other partners, resulting in a total investment of over 
$13 million. 


STRATEGIC COMMUNITY 
INVESTMENT FUND 


The Strategic Community Investment Fund (SCIF) is a 
$135-million program designed to support strategic 
initiatives that will help communities strengthen their 
economic base. 


The SCIF focus is on rural communities, and on initiatives 
that help communities adopt new technologies, improve 
their industrial competitiveness, and develop selective 
infrastructure identified as being beneficial to their 
economic development. 


SCIF is designed to engage proponents such as community 
leaders, regional development organizations and Boards 
of Trade to engage in discussions and develop applications 
for the program. Eligible recipients include non-commer- 
cial/not-for-profit organizations such as municipalities, 
business or technology institutes, industry associations, 
economic development associations, universities, 
educational institutions, local co-operatives or other 
business entities. 


As of March 31, 2003, 134 projects had been approved 
involving $49 million in ACOA contributions toward total 
project costs of $125.3 million. An additional 196 propos- 
als were under review at that time. 
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POLICY, ADVOCACY AND CO-ORDINATION 


OVERVIEW 


The policy function centres on how ACOA makes decisions. 
It can perform its role by means of discrete research, 
ongoing analyses of issues and trends, and through events 
such as roundtables and conferences that engage other 
parties and stakeholders. ACOA undertakes research itself, 
but also funds research undertaken by partners in Atlantic 
Canada’s universities or consulting community. ACOA’s 
Atlantic Policy Research Initiative is a pan-Atlantic program 
with funds specifically designated to sponsor external 
policy work. Policy projects are also funded by the 
Business Development Program. 


Advocacy has two main thrusts: to maximize regional indus- 

trial benefits from major federal procurement contracts, and 
to help ensure that national policies and programs have due 
regard for Atlantic Canada’s interests. 


Co-ordination is multi-faceted. Typically, it centres on 
co-ordination of the federal economic development role 
among the various federal departments operating in 

Atlantic Canada. Co-ordination of federal and provincial 
activities is pursued on a pan-Atlantic basis where there is 
sufficient community of interest on an issue, or on a bilateral 
basis, province by province. ACOA plays a leading role in 

the Regional Councils of Senior Federal Officials in 

each province. 


THE ATLANTIC POLICY 
RESEARCH INITIATIVE 


The Atlantic Policy Research Initiative (APRI) is a multi-year 
program designed to fund policy research that enhances 
understanding of the Atlantic economy and how it is evolving. 


The types of research sponsored under APRI usually target 
aspects of the Atlantic economic system that are topical and 
strategically focussed. The purpose of APRI is to support and 
enhance the capacity of ACOA to co-ordinate and plan region- 
wide federal activities that contribute to economic growth. It 
also builds policy research capacity within Atlantic Canada by 
developing networks of policy stakeholders, and supporting 
projects that have a region-wide applicability. 


APRI involves partners in a network that includes universities, 
independent public policy research institutes, other govern- 
ment departments, business associations, the consulting com- 
munity, and other private sector firms. Partners can reside 
within Atlantic Canada or outside the region, but must have 


expertise and experience that is relevant to the region. 
Research sponsored by APRI and other means since 1998 
has covered an array of topics directly relevant to ACOA’s 
mandate. A partial list of research publications can be found 
on ACOA’s Web site at: 
http://www.acoa-apeca.gc.ca/publicationE/Syear/1998- 
2003/apri.shtml. 


These studies reflect an emphasis on the strategic priorities 
of ACOA, emerging practices in regional development, and 
development issues in key economic sectors. Some studies 
involved co-sponsors such as Canada Economic 
Development for Quebec Regions (CED-Q) and the Policy 
Research Institute. The following case studies illustrate the 
breadth and scope of the policy research and analysis 
activities in ACOA. 


Peripheral Regions’ Case Study 

Subtitled The Spatial Dynamics of the Canadian Economy 
and the Future of Non-Metropolitan Regions in Quebec 
and the Atlantic Provinces, this study originated at CED-Q 
and ACOA took the opportunity to co-sponsor the research 
and extend it to the Atlantic region. The researchers were 
based in both Moncton and Montreal. The study draws atten- 
tion to differences in the rates of development in those parts 
of eastern Canada that are closer to, or more remote from, 
major urban centres, and how these rates are diverging. 


The research revealed that people are concentrating more 
and more often in and around major urban centres, a find- 
ing since confirmed by the 2001 Census. Further, although 
information technology had been seen as a liberating force 
in remote regions (by bringing them closer to markets), it 
has in fact concentrated associated employment in urban 
areas. In effect, from a rural point of view, lower communi- 
cations costs are offset by an inability to generate a volume 
of business that leads to higher productivity. In other words, 
distance is not dead, and there is still an ongoing need for 
business managers to travel to meet clients. 


In Atlantic Canada and for ACOA, this research could have 
the effect of changing the kinds of programming that are 
offered to remote as opposed to urban areas, or rural areas 
that are near urban centres. The research includes 

17 background reports, as well as the results of a two-day 
workshop that included specialists from Scotland, Norway, 
Sweden and Finland. 


The Innovation Process Case Study 
A series of research projects contributed significantly to 
understanding the processes of innovation in Atlantic 


Canada and the particular challenges the region faces. 
Three projects that reported in 2000 were completed by 
the Maritime Provinces Higher Education Commission 
(MPHEC) and examined the state of R&D effort and inten- 
sity in Atlantic Canada’s universities. Universities are 
important players in innovation and R&D in Canada, and 
although Atlantic post-secondary institutions rank highly in 
terms of faculty and students, they lag the rest of Canada in 
R&D activities. Findings from the MPHEC reports were 
important in designing the AIF 


Another seminal piece of research examined innovation 
and commercialization in the region. Based on extensive 
consultation with innovation stakeholders in the region, 
this study indicates that while Atlantic Canada boasts 
certain innovation-related strengths, particularly that of 
university-conducted R&D, increasing overall R&D in 

the region will require significantly greater private-sector 
investment and adoption of technology. The study also 
suggests that government capacity building and investment, 
increased applied research by universities and the 
development of a common vision for innovation by 

all stakeholders are all fundamental to improving 
Atlantic Canada’s innovation performance. 


This research series is closely tied to ACOA’s strategic pri- 
ority for innovation and, in particular, examines how 
research groups in Atlantic Canada can more successfully 
commercialize new products and processes. 


Aquaculture Strategy Case Study 

Since 1990, world production of farmed fish has doubled 
its share to more than one-quarter of total fish production. 
The growth of the aquaculture sector in Atlantic Canada 


6 Fisheries and Oceans Canada. 


has been even more spectacular, increasing from a value 
of $97 million in 1991 to $276 million in 2000°. Salmon 
accounts for three-quarters of the value of production, 
and about one-half of the volume. Aquaculture’s contribu- 
tions to employment and gross domestic product (GDP) 
have also been significant. 


ACOA has provided significant support to key industry 
needs such as financing, technology transfer, market 
development and training. Statistics Canada data indicate 
that the annual payrolls of ACOA-assisted operators 
increased by $40 million over the 1993-1998 period, as 
seen in Figure 6. 


Figure 6 


ACOA Clients - Aquaculture Payrolls 
($ million) 


1989 1998 


Source: Statistics Canada Employment Dynamics 


In addition to this support, ACOA initiated various studies 
into the constraints and opportunities associated with 
further development of the industry. One such study is 
the recent Strategy for Aquaculture Development in 
Atlantic Canada. 


This study aimed to develop a strategic corporate 
approach for ACOA in support of aquaculture development 
in Atlantic Canada. Since its inception in 1987, the Agency 
has worked hard to develop strong partnerships with 
individual growers, industry associations, the aquaculture 
R&D community, and other government departments. 

The Agency has supported many individual producers 

and research initiatives, several provincial strategies, 

and a host of local, provincial, regional, national and 
international workshops and conferences. It was timely, 
therefore, to seek an integrated strategy to support the 
industry’s significant growth potential and related opportu- 
nities and challenges. 


ACOA's sector study for aquaculture development in 
Atlantic Canada addresses challenges in business develop- 
ment (such as global competition, shortage of working 
capital, and adding more value locally); in R&D and 
technology (such as capital for R&D, availability of 
qualified researchers, and lack of private investment) ; 
and in federal and provincial regulatory and policy areas 
(such as access to new sites, the cost of the leasing 
process, conflicts between aquaculture and other water 
users, and the need for an effective fish health program). 


The ACOA strategy revolves around four primary axes: 
expanding cluster development; responding to urgent 
business needs; fostering diversification in species tech- 
nologies and markets; and advocating better regulatory 
and support regimes. Action plans focussing on business 
development, R&D and innovation, and advocacy have 
been developed from the four main strategic elements. 
ACOA is committed to continue working closely with 
Atlantic Canada’s aquaculture industry to implement 

its strategy. 


Skills Development in the Knowledge-Based 
Economy: A Conference of Partners Case Study 
ACOA organized this conference in collaboration with four 
partners in 1999. The partners were the Atlantic Provinces 
Economic Council, the Policy Research Secretariat, 
Industry Canada and Human Resources Development 
Canada. The conference brought together experts in the 
areas of skills development and the knowledge economy 
from across Canada, the United States and Europe. 


It was designed to examine how well labour markets were 
responding to innovation and technology-based company 
demand for skills. 


The conference reached several broad conclusions. First, 
the demand for highly skilled workers is increasing, as the 
application and acquisition of knowledge become the driv- 
ing forces for new processes and businesses in industrial- 
ized economies. Second, the knowledge-based economy 
demands both technical and “soft” skills, with the latter 
encompassing such skills as communication, creativity, 
analytical thinking, adaptability and judgement. Third, 
Canada had no medium-term skills gap, although short- 
ages could arise in the short-term in specific industries 
and regions. Fourth, the gap between “know” and “know- 
nots” is growing, presenting policy makers with a 
challenge to develop ways to expand the labour market 
activity of under-represented groups in the knowledge- 
based economy. Fifth, there is the threat of a wage gap in 
Atlantic Canada rather than a skills gap, with many Atlantic 
firms unable or unwilling to pay competitive compensation 
to obtain and retain skilled workers. Finally, life-long 
learning is a critical component to skills development. 


A summary of the proceedings of this international 
conference has been published and is available on the 
ACOA Web site at http://www.acoa-apeca.gc.ca/e/library/ 
reports/skills_development.shtml. 


OECD's Territorial Development Policy 

Committee Case Study 

As a member of the Organisation for Economic Co-opera- 
tion and Development (OECD), Canada participates in the 
OECD’s Territorial Development Policy Committee (TDPC), 
which provides a forum for discussion by governments on 
the abilities of local and regional economies to adapt and 
exploit opportunities for development. The TDPC’s 
approach focusses on reviewing member countries’ terri- 
torial policies, evaluating their impact at the regional level 
and identifying trends and best practices. 


Since the creation of the TDPC, Canada has been repre- 
sented by one of the three regional development agencies 
(CED-Q, Western Economic Diversification and ACOA). 
The Canadian delegation is supported by an interdepart- 
mental committee consisting of the three regional agencies 
and as many as 12 other departments and agencies, 
including central agencies. 


From 2000 to 2001, the TDPC conducted a national review 
of Canadian regional development policies. Since April 
-2002, ACOA has been the official Canadian delegate to the 
TDPC, representing Canadian interests and contributing to 
the TDPC’s territorial policy development. In addition to 
the participation at the international committee, the 
regional agencies have been invited by the TDPC to partici- 
pate in other countries’ reviews as peer reviewers. ACOA 
was invited to participate in Switzerland’s Territorial 
Review in 2001, while the other regional agencies partici- 
pated in similar reviews in Italy, and the Denmark-Sweden 
Oresund project. ACOA’s participation in this international 
forum gives it an excellent opportunity to study and assess 
development efforts in other parts of the world. 


ADVOCACY 


Policy advocacy seeks to ensure that 
federal socio-economic policies and 
programs are inclusive, balanced, 
and beneficial to economic growth 
in the region. 


An essential element of ACOA’s mandate is the advocacy of 
Atlantic Canada’s interests in national economic policy, 
program and project development and implementation. 
Advocacy is an Agency-wide undertaking led by the 
Minister of State. In developing, co-ordinating and manag- 
ing a corporate advocacy agenda, the Agency works to 
ensure that national priorities respond to the needs of the 
region and that Atlantic-wide perspectives, views and posi- 
tions form the policy considerations of other federal 
departments and national priorities. 


ACOA focusses on two main advocacy areas: policy 
advocacy which seeks to ensure that federal socio-eco- 
nomic policies and programs are inclusive, balanced, 

and beneficial to economic growth in the region; and 
industrial regional benefits, which are structured to build 
Capacity among Atlantic firms by maximizing opportunities 
for participating in government procurement through 
improved knowledge and access. 


The principal focus of the advocacy function is to influ- 
ence national decision-making processes, both proactively 
and reactively. This requires ensuring that decision makers 


have up-to-date intelligence about the region’s priorities, 
strengths and concerns. Advocacy ensures a two-way flow 
of information from and to the region, particularly on top- 
ics related to ongoing strategic priorities. At the same 
time, the Agency's advocacy function must be able to 
respond to new and emerging priorities and to make rapid 
and smooth transitions as issues arise. Recent examples of 
these new and emerging priorities include Aboriginal eco- 
nomic development, immigration, rural policy, aquacul- 
ture, oil and gas, and climate change, as well as several 
adjustment issues including softwood lumber and 

fisheries closures. 


Over the five-year period 1998-2003, the industrial bene- 
fits activity undertaken by ACOA has resulted in approxi- 
mately $500 million of work being undertaken in Atlantic 
Canada. This includes work in support of projects such as 
the search and rescue helicopters, space development 
contracts, aerospace overhaul and repair, land vehicle 
refurbishment, and aerospace in-service support con- 
tracts. The activity is spread across the four provinces, 
and ACOA continues to work with prime contractors to 
identify opportunities and promote quality suppliers in 
Atlantic Canada. 


ACOA works with other federal, provincial and municipal 
government departments to develop more formal working 
relationships on a wide variety of files, including trans- 
portation, aquaculture, innovation, Aboriginal business, 
oil and gas, trade and investment. ACOA works closely 
with departments such as Industry Canada, the National 
Research Council, Natural Resources Canada, Fisheries 
and Oceans Canada, and Canadian Heritage to identify 
opportunities for partnership and co-operation in specific 
areas of strategic interest to the region. In addition, ACOA 
has recently begun to develop linkages with Citizenship 
and Immigration Canada to address the demographic chal- 
lenges in Atlantic Canada, given the link between immigra- 
tion and economic development. 


Advocacy involves both strategic and tactical approaches 
and decisions, requiring careful preparation, based on 
solid research, extensive networking and partnering with 
key stakeholders. Through its advocacy work, ACOA keeps 
the Minister and senior executives apprised of implications 
and impacts of government-wide priorities and activities. 

It also ensures that the Minister and internal and external 
stakeholders have the information they need to make 
appropriate and effective interventions, and that national 
policy priorities help build capacity in the region. 
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ACOA plays a leadership role in ensuring co-ordination 

at the provincial level among the federal departments and 
agencies on policies, programs and government-wide 
activities through chairing the Regional Councils of Senior 
Federal Officials. These comprise the senior management 
personnel of all federal departments operating in 

Atlantic Canada. 


ACOA has also established a federal-provincial 
Harmonization Committee to help co-ordinate the 
economic development activities of the Agency and provin- 
cial departments responsible for economic development 
and intergovernmental affairs. ACOA’s President chairs the 
committee, with membership made up of Deputy Ministers 
from each province, ACOA’s Vice-President of Policy and 
Programs, and the regional ACOA Vice-Presidents. 


Topics discussed at Harmonization Committee vary 
widely and have included immigration to Atlantic 
Canada, the role of air services in regional development, 


innovation, infrastructure priorities, securities regulation 
reform and access to capital, and the evolution of federal- 
provincial relations. 
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The strategic priority of Policy, Advocacy and Co- 
ordination is a shared responsibility throughout the 
Agency, and each of the regional offices plays an important 
role in advancing the Agency’s agenda. Following are 
selected profiles of regional activities undertaken in the 
1998-2003 period. 


Voisey’s Bay Nickel Development, 

Newfoundland and Labrador 

-ACOA’s regional office in Newfoundland and Labrador 

has been actively involved in the Voisey’s Bay Nickel 
Development from many perspectives, including advocacy 
and co-ordination, supplier development, Aboriginal eco- 
nomic development, business opportunity identification 
and support for mining technology and innovation. 


ACOA played an advocacy role in support of moving 
the project forward and co-ordinates the Federal 
Interdepartmental Co-ordinat- 
ing Committee formed to 
monitor the implementation 
of the up to $150-million 
federal contribution to sup- 
port R&D, technology and 
Aboriginal training and skills 
development. Currently, ACOA 
is working with the provincial 
government, Inco (the private 
sector developer of Voisey’s 
Bay) and other industry stake- 
holders in support of oppor- 
tunity identification and supplier development initiatives. 
Research completed and underway in support of the 
Voisey’s Bay project includes the following studies: 
E-Procurement and Supplier Development in 

the Mining Industry (April 2002); Voisey’s Bay: 
Downstream Opportunities from Nickel Processing 

in Newfoundland and Labrador (July 2002); and 
Macroeconomic Impact of Major Projects (March 2003). 


By way of support to Aboriginal economic development, 
an Aboriginal Working Group has been formed with repre- 
sentation from Aboriginal Business Canada, ACOA, Indian 
and Northern Affairs Canada and Human Resources 
Development Canada. This on-the-ground working group, 
with dedicated resources in Happy Valley-Goose Bay, pro- 
vides a co-ordinated effort for Aboriginal economic devel- 
opment initiatives related to the Voisey's Bay project. ACOA 
also supports an Innu Business Development Centre and, 
through the Business Development Program (BDP), 
contributed to the Aboriginal-Mining Joint Venture 
Workshop held in Labrador City, May 2002. 


“This forum has helped broaden the 
policy network among the Nova 
Scotia academic community 
and senior federal and 
provincial managers.” 


Dr. Herman Bakvis, 
Director of the Dalhousie School of Public Administration 


Public Sector Management Issues Forum 

in Nova Scotia 

The Public Sector Management Issues Forum, a key com- 
ponent of ACOA’s policy and co-ordination outreach efforts 
in Nova Scotia, is held semi-annually as an opportunity for 
discussion and exchange on key issues facing public sec- 
tor partners. The two sessions held to date have focussed 
on “The Role of Government in the Digital Economy”, and 
the “Policy and Management Implications of our Changing 
Population.” The next forum will concentrate on the 
“Urban Agenda in Nova Scotia.” 


This initiative is the result 
of a partnership between 
ACOA, the Dalhousie 
School of Public 
Administration, the Nova 
Scotia Federal Council, 
the Nova Scotia Office of 
Economic Development, 
and Nova Scotia’s 
Department of 
Intergovernmental Affairs. 


The Public Sector Management Issues Forum has led to: 
e a broader understanding among participants of key 
management issues facing federal and provincial 

governments; 

e an enhanced awareness in the academic community 
of the federal and provincial government agenda in 
Nova Scotia; 

e the establishment of an informal policy network 
among senior federal and provincial managers and 
the Nova Scotia academic community; 

e increased involvement by ACOA in the development 
and implementation of public policy in Nova Scotia; 

e heightened awareness of ACOA as an economic 
development policy leader in Nova Scotia; and 

e joint research conducted on energy issues across 
Nova Scotia in partnership with other government 
departments and the Nova Scotia Department 
of Energy. 


A Vision and a Plan for Bioresource Innovation 

on Prince Edward Island 

The AIP includes an investment of $110 million by 
National Research Council (NRC) to upgrade its existing 
facilities and invest in new R&D institutes across the 
Atlantic region. In response, a stakeholder group consist- 
ing of private and public organizations within Prince 
Edward Island has engaged in discussions with NRC to 
pursue the establishment of a bioresource centre. 


In support of this effort, ACOA’s regional office in 

Prince Edward Island, together with the provincial 
government and NRC, embarked on a technology “road 
mapping” exercise to identify the critical components 
necessary for establishing a bioresource cluster in 

Prince Edward Island. After consideration of nearly 

100 potential opportunity areas and detailed analysis of 
10 selected areas of special interest, it was concluded that 
the Island’s marine and agriculture industries could best 
serve as a foundation to 
build a knowledge-based 
cluster. It was also deter- 
mined that the most 
appropriate research focus 
for a Prince Edward Island 
centre would be 

bioactive compounds. 


A business plan and facility 
concept paper was 
released in September 
2002, entitled A Plan to 
Establish an Institute for Bioresource Innovation. As 
proposed, the Institute for Bioresource Innovation would 
become the cornerstone of an Atlantic Canada 
bioresources cluster including a world-class facility to be 
located on the campus of the University of Prince Edward 
Island. The 2003 federal budget includ-ed provision of 
funding for NRC to establish this new regional innovation 
centre in Charlottetown. 


Regional Economic Adjustment, 
Restigouche-Chaleur, New Brunswick 

In 2000-2001, Noranda announced the winding down of 
the operations of the Brunswick Mine over the next five to 
seven years. The Brunswick Mine is a major contributor to 
the economy of northeastern New Brunswick with a total 
GDP contribution of $126.3 million annually, and direct 
and indirect jobs estimated to be over 3,400. The major 
effects of the closure of the mine will be felt in the 
Restigouche and Chaleur regions, which are experiencing 


“The Institute for Bioresource 
Innovation will become the corner- 
stone of an Atlantic Canada knowl- 
edge-based bioresources cluster.” 


From A Plan to Establish an Institute for 
Bioresource Innovation, 
University of Prince Edward Island, 
September 2002 


unemployment rates in the range of 20%. The Noranda 
Smelter in Belledune, which receives approximately 55% 
of raw materials from the mine, will also be subject to 
rationalization following the mine closure. 


As a result of this announcement, ACOA, in partnership 
with other community economic development organiza- 
tions in the region, initiated an in-depth analysis of the 
economic effects of the mine closure on the region to help 
SMEs prepare for changes resulting from the closure of 
the mine. Direct and indirect impacts of the closure were 
identified, together with an action plan targeting 

60 affected companies in the Restigouche-Chaleur region. 
This plan will result in economic development officers 
working directly with the companies to carry out business 
diagnostics, business planning, mentoring and coaching. 
The aim is to help these companies refocus and diversify 
their operations toward new customers and markets. 


ACOA as Regional Hub 
Increasingly, government ini- 
tiatives cross departmental 
lines. The Agency has a key 
role in supporting the 
Government of Canada’s hori- 
zontal policies and programs, 
including government-wide 
initiatives emerging from the 
federal Speech from the 
Throne and the federal budg- 
et process. The concept of 
ACOA as a “regional hub” 
centres on the Agency’s capacity to act as an agent for the 
delivery of a range of federal initiatives in the Atlantic 
region. It involves partnerships with other federal depart- 
ments, provincial governments, municipalities, universities 
and the private sector. It entails operating at the level of 
policy initiatives as well as the delivery of programs and 
services on behalf of other departments and agencies. 


Examples of program delivery on behalf of partners would 
be the federal infrastructure initiatives. These have been a 
feature of federal programming since the early 1990s, and 
have mostly related to improving municipal infrastructure 
with funding on a cost-shared basis. Under the agreements 
negotiated with each province, ACOA receives and evalu- 
ates proposals on behalf of the federal government. The 
current program includes initiatives to improve environ- 
mental quality through investments in “green” municipal 
infrastructure (water and solid waste disposal systems). 


As part of its regional hub role, ACOA has also initiated 
agreements and Memoranda of Understanding with other 
‘federal departments, some of which include funding provi- 
sions. An example is the $10-million agreement with 
Canadian Heritage to co-ordinate the design and delivery 


of a certain range of federal heritage initiatives in Atlantic 
Canada. Arrangements such as this enable ACOA to draw 
on the economic development aspects of other depart- 
ments’ mandates so as to mobilize and harness the federal 
government’s efforts in Atlantic Canada more effectively. 


CHAPTER 


ENTREPRENEURSHIP AND BUSINESS SKILLS DEVELOPMENT 


OVERVIEW 


A key means of achieving more 
employment and economic opportunity 
in Atlantic Canada is to ensure there 


are more entrepreneurs. 


It is widely recognized that small and medium-sized enter- 
prises (SMEs) are at the heart of the Atlantic economy. Yet 
the use of the technical term “SMEs” tends to mask that 
what we are really talking about are people who are entre- 
preneurs. These are the men and women, our neighbours, 
people in our communities, who start and grow business- 
es, creating employment for themselves and for others. 


A key means of achieving more employment and economic 
opportunity in Atlantic Canada is to ensure there are more 
entrepreneurs.The Agency's long-term focus on fostering 
more and better entrepreneurs is a deliberate strategy that 
recognizes that before there can be an exporter, before there 
can be an innovator, there must first be an entrepreneur. 


This is why ACOA has made the growth of entrepreneur- 
ship and business skills development a strategic priority. 
The purpose is to provide Atlantic Canadians with increased 
opportunities to develop the motivation and business skills 
required to start and successfully grow their own businesses. 


Figure 7 


Start-up Firm Survival Rates: 
All Industries 

Percentage of firms 
surviving in each year 
(Percentage) 


Year] Year2 Year3 Year4 Year5 


—— ACOA clients 
——~- Unassisted firms 


Source: Statistics Canada Employment 
Dynamics database 
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Start-up firm survival rates are shown in Figure 7. The 
five-year survival rate of ACOA-assisted firms is two and 
one-half times the survival rate of non-assisted firms. 


The pattern of survival is broadly similar across sectors, 
but small companies (with fewer than 20 workers) benefit 
more from ACOA assistance. 


ACOA’s approach is grounded in the knowledge that the 
right tools and business environment can facilitate the 
growth of entrepreneurship and business skills. Typically, 
people who pursue entrepreneurship have had formative 
experiences, role models and learning opportunities that 
fostered the motivation, attitudes and skills that led them 
to the creation of a business. It is these experiential 
opportunities to explore entrepreneurship and develop 
business skills that ACOA supports and encourages. 


Historically, ACOA’s approach has emphasized raising the 
profile of entrepreneurship as a viable career alternative, 
particularly among young people. This includes working at 
all levels of the education system as well as undertaking a 
variety of awareness and promotion activities. The aim is 
to grow the pool of people who have the motivation to 
explore entrepreneurship. 


Over the past five years, ACOA’s approach to entrepreneur- 
ship has evolved based on experience, research and client 
feedback. The historical emphasis on awareness and pro- 
motion is now complemented by a strong business skills 
development agenda. This evolution of ACOA's strategy is 
illustrated in the recent implementation of the 
Entrepreneurship and Business Skills Development 
Partnership. This $59.6-million component of the AIP is 
composed of the following three elements: 


e The Innovation Skills Development Initiative (ISDI) 
will enable SMEs to undertake training or hire the 
skilled workers needed to flourish in the global, 
knowledge-based economy. It focusses on innovation, 
R&D, technology commercialization and the ability to 
adopt technologies. 


e The Women in Business Initiative (WBI) is designed to 
improve the growth and competitiveness of women- 
owned businesses and increase their representation in 
Atlantic Canada’s emerging growth sectors. The WBI 
focusses on strengthening management capabilities 
and business development skills of women business 
owners, improving their access to capital and business 


support services, and increasing the involvement of 
women-owned business in exports and knowledge- 
based industries. 


e The Young Entrepreneur Development Initiative 
(YEDI) is designed to enable more young Atlantic 
Canadians to develop the attitudes and business skills 
needed to successfully launch and grow a business. 
Through YEDI, aspiring entrepreneurs will have new 
opportunities to translate their intentions into reality, 
and existing young entrepreneurs will be able to devel- 
op the business skills needed to survive and grow. 


STRENGTHENING THE 
ENTREPRENEURIAL CULTURE IN 
ATLANTIC CANADA 


ACOA’s investment in entrepreneurship development 

in Atlantic Canada gives particular emphasis to formative 
influences in education, to public awareness and under- 
standing of entrepreneurship, and to specific and practical 
steps by small businesses to enhance the development of 
the business skills necessary for survival and growth. 
Following are some profiles of ACOA’s investments in this 
strategic priority during the 1998-2003 period. 


Entrepreneurship Education 

In order to nurture an entrepreneurial culture, it is important 
to expose young people to the idea of entrepreneurship at 
an early age, as they form their attitudes, develop skills 
and make career choices. This approach has led ACOA 

to a number of initiatives designed to offer students at 

all levels an exposure to entrepreneurship as a viable 
Career option. 


Through a number of projects with the Atlantic Provinces 
Education Foundation, which represents the four provincial 
departments of education, ACOA has invested in the 
development of entrepreneurship educational resources 
and related teacher training. The provincial departments of 
education estimated that approximately 250,000 students 
per year within the public school system in Atlantic Canada 
had the opportunity to be exposed to entrepreneurial val- 
ues and concepts in the classroom. This represented over 
60% of the total student population. 


With the Agency’s encouragement and support, the Atlantic 
Colleges Committee for Entrepreneurial Development Inc. 
(ACCED) was established to produce resources for 
instructors, foster professional development of entrepre- 
neurship, and implement community entrepreneurship 
development initiatives through the colleges. As a result of 
ACCED’s work, a total of 467 college instructors have been 
trained in the skills required to create an entrepreneurial 
learning environment. 


“ACCED values the close 
co-operation between the colleges 
and the various levels of 
government. Both instructors and 
students benefit by knowing more 
about entrepreneurship and how 
that translates into being more 
‘entrepreneurial’ in the classroom.” 


Annette St-Onge, Executive Director, ACCED 
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Increasing Awareness and Information 

Research has shown that young Atlantic Canadians benefit 

from exposure to role models who help them to understand 
that they can create opportunities for themselves by starting 
a business. Young people will tend to take their cues from 

peers and their overall environment as they make up their 
own minds about what they perceive to be their life options. 


With this in mind, ACOA has supported the development of 
two complementary initiatives to promote awareness of 
entrepreneurship through television productions. One 
series profiles young entrepreneurs from Atlantic Canada 
on the award-winning CBC 
television series Street 
Cents. The other involves 
production and televised 
broadcast on Radio-Canada 
of vignettes of young Atlantic 
Canadian Francophone 
entrepreneurs. In both 
cases, the Internet is used 
strategically to supplement 
television airtime. 


Both of these initiatives have educational elements including 
visits to schools and colleges to promote entrepreneurship 
as a career choice and development of resources for use 
by teachers. Many thousands of young people from 
Atlantic Canada, their parents and their teachers, have 
now been exposed to positive and realistic messages about 
what it means and what it takes to be an entrepreneur. 


It is encouraging to see how young Atlantic Canadians 
react to seeing their peers pursuing entrepreneurship. For 
example, the entrepreneurship segment of Street Cents is 
the most popular part of the 


“Youth Ventures has helped me 
become more independant 
and taught me how to relate 
with the public.” 


Roland Reid, Moose Design T-Shirts, Rocky Harbour, NL 


vignettes program, ACOA’s partners were /e Centre 
Assomption de recherche et de développement en 
entrepreneuriat at the Université de Moncton, HRDC 
and TelVision Ltée, a private sector production house. 


Youth Ventures 

To build an entrepreneurial culture, it is necessary to go 
beyond merely creating awareness of it as a career option. 
Once that spark is ignited and an interest exists, it is 
important to provide opportunities to explore the start-up 
of a business in a practical and hands-on way. In other 
words, at some point, it is time to stop thinking about 
entrepreneurship and time 
to start doing. 


The Youth Ventures 
Program is designed to 
promote entrepreneurial 
awareness among the young 
people of Newfoundland 
and Labrador and to build 
a stronger bridge between 
the education system and 
the business world. The program, which is delivered by 
the Provincial Association of CBDCs, helps young people 
start a summer business by providing access to business 
counselling and business plan development. The concept 
for Youth Ventures was developed in St. Anthony, and since 
then, has been delivered at various sites throughout the 
province. Through the program, young people can either 
finance a business with their own funds or apply for a 
student business loan from the Business Development 
Bank of Canada. 


Since 1998, the program has attracted on average 330 
participants annually, result- 


show, always generating 
plenty of e-mails and feed- 
back from young viewers. 
Considering that Atlantic 
Canadians make up more 
than 21% of the total 
national audience for Street 
Gents, the power of this 
sort of role modelling is evident and profiles young 
Atlantic Canadian entrepreneurs on a national stage. 


For the Street Cents program, ACOA’s partners included 
CBC Television (Atlantic), as the proponent, as well as 
Industry Canada’s School Net, the Canadian Securities 
Commission, the Counselling Foundation of Canada and 
the Insurance Institute of Canada. For the Francophone 


“The program can help you 
express yourself creatively 
through a business.” 


Chelsea Howard, Dorset Spirit Stones, Baie Verte 


ing in approximately 220 
student ventures each sum- 
mer. During the 2002 ven- 
turing season, 460 
individuals participated in 
the program, creating in 
excess of 300 summer-time 
student businesses. 


The Youth Ventures Program was a partnership between 
ACOA and the Provincial Association of CBDCs, the Business 
Development Bank of Canada, Y-Enterprise Centre, Red 
Ochre Regional Economic Development Board, Nortip Inc., 
HYRON Regional Development Board, and the provincial 
departments of Education, and Industry, Trade and 

Rural Development. 


| Want to be a Millionaire 

To ensure as many young people as possible are able 

to recognize and successfully pursue business ideas, it is 
important to provide oppor- 
tunities to learn about 
entrepreneurship in a fun 
and supportive environ- 
ment. Exposure to entrepre- 
neurship at an early age 
also helps avoid the all-too- 
common situation where 
young people, seeing no 
other option, head for the 
larger cities in search of 
jobs. This is a particular concern for the many rural and 
small towns that make up Atlantic Canada. 


In Prince Edward Island, the I Want to be a Millionaire 
program is directed at in-school youth ages 8 to 16 and 
affords a hands-on experience in setting up and running a 
business through the summer months. 


In addition to the experience of starting and running their 
own businesses, participants gain confidence and learn 
valuable skills such as maintaining accurate financial 
records, public speaking, marketing, time management, 
Internet and other business management skills. 
Community business leaders take part in the program, 
which is delivered in partnership with participating CBDCs. 


Over the last five years, this initiative has resulted in the 
start up of 410 new businesses on Prince Edward Island. 


University Business Development Centres 

A broad support network is needed to support those 
individuals who are pursuing the start-up and growth of 
business. This is where it becomes crucial to provide 
support services and business skills development opportu- 
nities so that budding entrepreneurs can maximize their 
chances for success. A University Business Development 
Centre (UBDC) is an example of how entrepreneurship 
can be further nurtured. 


UBDCs are unique vehicles for facilitating entrepreneurship 
and business skills development. They involve the local 
community, the participating university and the student 
body in the development of a more vibrant entrepreneurial 
culture. UBDCs offer low-cost counselling and consulting 
services to aspiring and existing entrepreneurs and business 
owners in the communities they serve. They also offer 
Opportunities for the students of their home universities 


“We're quite a bit more cautious with 
the money we make than when Mom 
and Dad hand it out.” 


Past Millionaire participants Jordan Stetson, 10, and his sister, 
Michelle, 8, of Freetown, PEI, who ran their own 
hog farming business in 2002 


to work with entrepreneurs and businesses. The UBDCs 
also undertake a variety of entrepreneurial, economic 
development and skills development projects. 


There are five ACOA-sup- 
ported UBDCs in Nova 
Scotia, located at Acadia 
University, Mount Saint 
Vincent University, St. 
Francis Xavier University, 
Saint Mary’s University and 
Université Sainte-Anne. 


From January 1998 to 
August 2002, the five UBDCs counselled over 4,500 clients. 
This contributed toward the creation and maintenance 
of approximately 800 businesses and the creation of 
over 1,200 full-time sustainable jobs. As well, student 
participation and exposure to entrepreneurship through 
UBDC activities has grown. In the 1998-1999 academic 
year, 400 students received entrepreneurial guidance. 
For the 2001-2002 academic year, about 4,000 students 
from all disciplines of the university were actively involved 
in the centres. 


“The UBDCs provide mutually 
beneficial links between the 
university and the business 
communities. The result is 
an enhanced entrepreneurial 
spirit between these sectors 

and the opportunity for 
commercialization of innovation.” 


Chris Pelham, Executive Director, Acadia Centre for Small Business 
and Entrepreneurship, Acadia University 


Business Skills Development - ProfitLearn 

ACOA has recognized that entrepreneurs constantly need 
to acquire new business management skills as they start 
and grow their businesses. In New Brunswick, ACOA has 
worked with the New Brunswick Training Group 
Incorporated (NBTGI) to deliver management skills 
training. The NBTGI is a self-sufficient organization that 
has a strong roster of experienced business trainers and has 
developed ProfitLearn as a vehicle to deliver this training. 


“The ProfitLearn workshops were 
very informative and motivating. 
My business is successfully growing 
because of the many things 
| learned.” 


Susan Robichaud, owner of Miramichi-based 
Ink Spot Marketing and Design. 


ProfitLearn brings together business trainers and entrepre- 
neurs in workshops enabling participants to develop 
business skills in a cost-efficient manner, while at the 
same time allowing for a degree of networking. ProfitLearn 
also offers one-on-one post-training consultation sessions to 
ensure that new skills and techniques are practised. 


The main areas of training are marketing and sales, 
strategic planning, human resources development, 
financial management, management and operations, and 
information technology. ProfitLearn also offers a Web site 
that includes a diagnostic for entrepreneurs, access to 
experts/consultants, and information of interest to entre- 
preneurs. NBTGI works closely with 25 marketing part- 
ners, including economic development agencies in the 
province. The CBDCs, Community Economic Development 
Agencies, local Chambers of Commerce and other economic 
development agencies work with NBTGI on the planning 
and delivery of the training sessions to new and existing 
entrepreneurs. The growth of ProfitLearn has been 
impressive. Currently, over 1,000 entrepreneurs attend 
training through ProfitLearn each year. Participants rated 
the training sessions 
as “Excellent” 
(60%) or “Very 
Good” (32%). The 
program is client 
driven and has 
enjoyed success 
throughout the 
province in every 
geographic region 
and in all sectors. 


Business Skills Development - 

Virtual Media Productions Ltd. 

ACOA’s support for the development of entrepreneurship 
and business skills extends to the individual firm. To 
understand why ACOA is involved in this aspect of business 
skills development, it is important to understand that 
almost three-quarters of Atlantic businesses have fewer 
than five employees. This means that a firm’s ability to 
survive and grow is often limited by the internal resources 
and expertise available. In other words, not every small 
firm is going to possess the marketing, trade or 
innovation experience it needs to grow. ACOA has a role 
to play in helping firms like Virtual Media Productions 
Limited (VMP). 


To help implement its business strategy, VMP approached 
Enterprise Cape Breton Corporation (which delivers ACOA 
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programming in Cape Breton) to develop its marketing 
capacity. VMP wanted to launch an aggressive marketing 
campaign to promote the company to markets outside of 
Atlantic Canada, particularly New England and New York. 
Through this project, the company was able to engage a 
full-time marketing manager to develop and implement the 
promotional activities. The firm has since conducted pro- 
motional and advertising campaigns both through the 
media and through travel and trade shows. VMP is proving 
itself as a professional animation company that is expand- 
ing into new markets, creating wealth and jobs in Cape 
Breton as it grows. 


VMP has completed two independently produced, computer 
animated television shows. The first was Little Buck’s 
Christmas, which was broadcast on CTV for the first time 
in December 2000. The second was Evil Schmeevil, a 
Halloween special aired by Teletoon in December 2001. 
Little Buck’s Christmas has been picked up for distribu- 
tion by one of the world’s largest distributors of television 
programming, Peppermint. 


Founded by two youth entrepreneurs, VMP has experi- 
enced continual growth over the last several years and 
currently operates with a staff of 15. 


Federal Plan for Gender Equality 

In 2000, ACOA undertook a structured review that identified 
the key needs of women entrepreneurs. The analysis led to 
the creation of the three-year, $17-million Women in 
Business Initiative (WBI), announced by the Minister of 
State for ACOA in October 2002. The goal of the WBI is 
improved growth and competitiveness of women-owned 
businesses and their greater representation in Atlantic 
Canada’s emerging growth sectors. The WBI focusses on 
business management skills, improved access to capital and 
business support services, and exporting and innovation. 


Since October 2002, ACOA has established a Women in 
Business Team with dedicated personnel across the 
Atlantic region; partnerships with such organizations as 
the Newfoundland and Labrador Organization of Women 
Entrepreneurs, the Prince Edward Island Business 
Women’s Association Inc., and the Atlantic Association of 
Community Business Development Corporations; a roster 
of qualified consultants to provide consulting services 
under the WBI Consultant Advisory Service; and, a 
Communication Strategy and communication collateral 
materials to promote the initiative. 


CHAPTER 


INNOVATION 


OVERVIEW Figure 8 
Atlantic Canada Trailing in the Adoption of 
ACOA’s vision for innovation in Atlantic Advanced M anufacturing Technologies 


Canada is to create a region that is 
recognized for its innovative capacity 
and its competitiveness in global mar- 
kets, with an environment that con- 
tributes to SME innovation. 


Inspection 


Automated Material Handling 


Realizing this vision means that ACOA Integration & Control 
must face some fundamental chal- 
lenges. Some of the more prominent Network Communications 


ones include ensuring that the key 
components of the region’s innovation 
system are linked to promote better 
interaction among the innovation play- 
ers, and facilitating the development 
of strategic sectors/clusters. As well, it 
is a challenge to ensure a strength- Percentage of establishments 
ened SME capacity to innovate, with Wi Canada 

better access to risk-oriented financ- 

ing and with the ability to develop and @ Atlantic 
commercialize new ideas. It also 
includes tackling the critical human 
resources constraints experienced by 
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innovative firms, especially those in the knowledge-based Research has shown that the most widespread obstacle to 
economy, and enhancing opportunities for the region to introducing improved product and process technologies 
both retain and attract highly qualified graduates. has been the high cost of development (63%)’. This was 
followed by inability to 
Finally, it is a challenge to Ii: devote staff to projects on 
ensure that the benefits of an ongoing basis because 
research carried out in the “In the 21" century, our economic of production requirements 
region are realized to a and social goals must be pursued (61%) and lack of skilled 


greater extent by Atlantic 
business and that the region 
is well recognized for its 
innovative role, contributing 


personnel (38%). ACOA 
has been very active in 
encouraging productivity 
enhancements by addressing 


hand-in-hand. Let the world see in 
Canada a society marked by 
innovation and inclusion, 


to both the development by excellence and justice.” these obstacles. 
and access to benefits The Right Honourable Jean Chrétien, Prime Minister of Canada 
of national policy Benty SO Sper h trom tis [Wane Jendery.c00) ACOA support for the efforts 
and programs. of firms to overcome these 
constraints has resulted in 
As noted in Figure 8, the region has a much lower rate significant economic growth from increased sales, higher 
of adoption of advanced technologies by manufacturing productivity and more highly skilled and better-paid job 
firms. Only 26% of manufacturing establishments in opportunities. For example, a recent evaluation of the 
Atlantic Canada use at least one of 22 advanced Business Development Program (BDP)* reports that firms 
technologies in their operations, compared with 35% undertaking innovation projects reported a 95% increase 
for Canada. in wages over the 1998-2001 period compared with 40% 


for all BDP-assisted firms. 


T Survey of Innovation - Statistics Canada, 1999. 
8 Evaluation of ACOA’s Business Development Program, ACOA, February 2003. 
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Concerning BDP support for skills training, the evaluation 
reported that most assisted SMEs indicated the investments 
made a difference to their bottom lines and growth strategies. 


In June 2000, ACOA launched the 
five-year Atlantic Investment 
Partnership, a key thrust of 
which is to strengthen the capacity 
of Atlantic Canadians to innovate 
and compete in the global, 
knowledge-based economy. 


While attribution is difficult to measure, it is noteworthy 
that productivity gains within the Atlantic manufacturing 
sector have improved relative to the Canadian average over 
the past several years. Notwithstanding the challenges, pro- 
ductivity has kept pace with the national pace over the 
1997-2001 period. Growth in the region’s labour produc- 
tivity averaged 1.5% over this period, compared.with 1.5% 
for Canada. Gains in the resource sectors, especially in the 
oil and gas extraction industry, provided support to overall 


productivity growth in the region. Also, improvements in 
labour productivity within the food and paper industries in 
particular have resulted in relatively strong labour produc- 
tivity growth in Atlantic Canada’s manufacturing sector — 
increasing by an annual average of 0.6% between 1997 
and 2001, greater than the 0.1% rate registered for 
Canada. However, despite recent improvements in the per- 
formance of the manufacturing sector, labour productivity 
in Atlantic Canada, or value-added per employed worker, 
remained at 81% of the national level in 2001. 


In June 2000, ACOA launched the five-year Atlantic Investment 
Partnership (AIP), a key thrust of which is to strengthen the 
capacity of Atlantic Canadians to innovate and compete in 
the global, knowledge-based economy. The major invest- 
ments under the AIP are: $300 million for Innovation; 
$110 million for the expansion of National Research Council 
activities in the region; $64 million for Trade and Investment; 
$59.6 million for Entrepreneurship and Business Skills 
Development; and $135 million for Community Economic 
Development. Complementing the AIP was a $31.4 million 
top-up to the Canada-Newfoundland COOPERATION Agreement. 


One of the investments, the AIE, is designed to strengthen 
innovation capacity through new investments in R&D activities 
that lead to the commercialization of new products, services 


Percent distribution 


or technologies in economic sectors that have demonstrated 
potential for growth. An independent Advisory Board was 
established for the AIF and comprises knowledgeable indi- 
viduals with experience in R&D and technology. Funding 
was available through a Request for Project Proposals process. 


The other part of AIP that is playing a key role in innovation 
within the region is the Innovation Skills Development 
Initiative (ISDI) under the Entrepreneurship Business 
Skills Development Partnership. ISDI is designed to 
encourage and support innovation capacity building by 
developing a firm’s innovation and technology management 
capabilities. Funding is on a project-by-project basis for 
ISDI, with applicants applying for funding under the BDP. 
Elements of SCIF and trade investment may also involve 
innovation initiatives. Further details on the AIF invest- 
ments to March 31, 2003 are reported in Chapter 3. 


The BDP complements the AIP by continuing to focus on 
SMEs and offering access to capital in the form of interest- 
free, unsecured loans, with provisionally repayable loans 
in areas such as SME innovation. The BDP also provides 
non-repayable contributions to not-for-profit organizations 
that provide support services for SME innovation. The 
Agency has also funded a number of projects at Atlantic 
universities to assist in bringing research from the labora- 
tory to commercialization. 


Figure 9 


INVESTING IN INNOVATION 


The AIF is providing a major stimulus to the scope and 
pace of innovation in the region and supports the Agency’s 
expanding role in building partnerships in innovation. 
R&D efforts in the region are much lower than national 
levels. During 2000, total expenditures on R&D in Atlantic 
Canada as a percentage of GDP were 1.1%, compared with 
1.9% for Canada. The region is much more reliant on the 
public sector, including government and education institu- 
tions, for both the funding and performance of R&D. 


The private sector funds only 18% of all R&D activity in 
Atlantic Canada, a much smaller proportion than the 
national figure of 42%. The federal government, in 
particular, funds a significant proportion (34%) of R&D in 
the region, compared with 18% for Canada. Higher 
educational institutions, particularly universities, account 
for the largest share of Atlantic R&D funding (40%) versus 
18% for Canada as a whole. 


Following is a profile of five examples of investments in inno- 
vation undertaken by the Agency in the period 1998-2003. 


Genome Atlantic 

Incorporated in July 2000, Genome Atlantic is centred in 

Halifax and is one of five regional centres established 
across Canada in conjunction 
with Genome Canada, a not- 
for-profit corporation spear- 


R&D Funding by Sector 
Atlantic Canada and Canada, 2000 
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Source: Statistics Canada 
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heading the national effort to 
make Canada a world leader 
in genomics research. Genome 
Atlantic is a not-for-profit 
consortium of individuals 
representing university, 
government and other 
research partners in the 
Atlantic region. It aims to 
achieve world leadership 

in select areas of genomics, 
particularly relating to 
microbes, potatoes 

and spruce. 


Once funding for Genome 
Canada was announced in 
the 2000 Budget, Genome 
Atlantic was established by 
Dalhousie University, the 
University of New Brunswick, 
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the University of Prince 
Edward Island, Memorial 
University of Newfoundland, 
the National Research 
Council and Genome 
Canada. Genome Canada 
funds 50% of the total costs 
of R&D projects that are 
considered by an interna- 
tional review panel to be 
world-leading genomics 
_research. To date, Genome 


“This contribution from AIF is 
critical to the innovation process 
in Atlantic Canada and will help 
improve the region's 
competitiveness as we use 
knowledge in a focussed manner 
to create a robust and 
innovative economy.” 


Joe Gillis, Genome Atlantic’s CEO 


tags have become more 
sophisticated in the past few 
years, none have existed that 
were small enough to study 
salmon. 


With assistance from ACOA, 
LOTEK developed such a 
tag. The development incor- 
porated recent advances in 
mircoelectronics, memory 
size and circuit board fabri- 


Atlantic has been awarded 
over $15 million from 
Genome Canada to 
undertake four large-scale genomics projects and estab- 
lish a DNA Sequencing facility in Halifax. In July 2002, 
Genome Atlantic was awarded an additional $9 million 
from the AIF to match the contribution received by 
Genome Canada. 


Genome Atlantic will establish a cluster of genomics expertise 
and world-leading science that will be vital to building the 
region’s capacity to innovate as well as to attract and retain 
world-class researchers in this important field. In addition 
to enhanced R&D capacity and increased research discov- 
eries, Genome Atlantic will provide a much-needed com- 
mercialization vehicle that will encourage the protection 
and exploitation of intellectual property and the creation 
of spin-off companies to commercialize new discoveries. 


Logging Environmental Data in the Oceans - 

LOTEK Wireless Inc., Newfoundland and Labrador 
LOTEK Wireless Inc. has created a device with applications 
for marine scientists all 
over the world. The 
company has developed 
the world’s smallest 
geolocational data 


“In our industry significant 
research investments are essential 


cation, and involved 
partnerships in Ontario and 
the United Kingdom. As a result of this work, LOTEK 
received the 2002 Canada Export Award for Innovation 
and Technology. 


Innovation for Environmental Quality - 

Rawdon Technologies Ltd., Cape Breton 

Rawdon Technologies Ltd., of Sydney, is one of 430 
environmental companies that make up one of the fastest 
growing industries in Nova Scotia. Rawdon Technologies 
offers significant technological advancements in the field 
of water and waste-water treatment. The company was 
established in November 1998 as a joint venture of three 
firms, Lynk Electric Limited, of Sydney, ABL Environmental 
Consultants, of Dartmouth, and Trihedral Engineering 
Limited, of Bedford. 


Rawdon was instrumental in the success of the Birch Grove 
Water Treatment facility. Birch Grove is a fully automated 
plant monitored and controlled by Cape Breton Regional 
Municipality’s operators through the municipality's main 
Supervisory Control and 
Data Acquisition system. 
This system is unique 
because it was designed, 
engineered and manufac- 


storage tag to help track 
salmon moving in the 
Open ocean. 


Geolocational data storage 
tags are microprocessor- 
controlled tags that record 
data such as water depth, 
temperature and light levels, 
and enable researchers to 


for the development of new 
products. We thank ACOA for its 
support of the research and 


development efforts leading to the 


creation of this award-winning 


technology and innovative product.” 


Jim Lotimer, CEO, LOTEK Wireless, NL 


tured entirely in Nova Scotia. 
The Rawdon equipment is 
designed to be operator- 
friendly and enhanced the 
use of the dissolved air 
flotation process. 


Institut de recherche 
médicale Beauséjour, 
New Brunswick 


determine the location of the readings. Scientists have 
been tagging marine animals for over 20 years. Although 


The Institut de recherche médicale Beauséjour is a not- 
for-profit medical research facility dedicated to developing 


“ACOA’s investment enabled us to 
firmly establish our research infra- 
structure. This allowed us to lever- 
age private and public sector fund- 
ing. Today, we are able to compete 
for the best people and take advan- 

tage of regional and national funding 
programs in order to carry out 
cutting-edge research.” 


Dr. Rodney Ouellette, Scientific Director, Institut de recherche 
médicale Beauséjour 


and promoting sci- 
entific advances and 
commercialization in 
biotechnology, 
applied bio-thera- 
peutics and genetics. 
With a wide range of 
research and analy- 
sis capabilities, from 
DNA synthesis to cell 
culture and in vivo 
models, the 
institution’s primary 
focus is the under- 
standing and treat- 
ment of cancer. 


Established in 1998 with assistance from ACOA and sup- 
ported through the collaboration of the Université de 
Moncton, the Corporation Hospitaliére Beauséjour and 
the Fondation de I'Hépital Dr. Georges-L. Dumont, the 
facility is a prime example of how partnerships can work 
to bolster the region’s research capacity as well as promote 
both scientific discovery and the commercialization of new 


technologies. 


The Institut de recherche currently employs 25 highly 
qualified personnel including researchers, medical 
doctors, nurses, technicians and graduate students. 


Atlantic Participation in the Canadian National 


Site Licensing Project 


In 1999, the Canadian Association of Research Libraries 
initiated a $50-million project to enable all members of 
the association, by means of a digital data base, to access 
a wide range of technical and scientific publications thereby 


avoiding the prohibitive cost of subscribing to them individually. 


The Atlantic Canada portion of the national project is 
co-ordinated by the Association of Atlantic Universities and 
has been supported by the Canada Foundation for 
Innovation, the four Atlantic provincial governments and all 
of Atlantic Canada’s public universities and colleges. 

The project will provide affordable and accessible digital 
information for both on- and off-campus researchers in 
Atlantic Canada. It will clearly serve to increase both the 
quantity and quality of research conducted in the region 
and will better enable the universities and colleges to 
attract well qualified staff and students. 


This initiative has also enabled industries and businesses 
throughout the Atlantic region to access state-of-the-art 
technology. This represents a critical link in ACOA’s 
innovation strategy to increase activity in and to build 
capacity for innovation, research and development. 


“The Canadian National Site 
Licensing Project has helped us 
build R&D capacity. The resulting 
new information infrastructure 
has put researchers in smaller 
universities on a nearly equal 
footing with those working in 
larger, more affluent universities 
in the country. This has been 
particularly important to regions 
like Atlantic Canada, where 
there is a larger proportion 
of smaller universities than in 
other parts of the country.” 


Dr. David Pink, St. Francis Xavier University, 
Antigonish, Nova Scotia, Member of the Board 
of the Canada Foundation for Innovation 
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CHAPTER 


COMMUNITY ECONOMIC DEVELOPMENT 


OVERVIEW 


Approximately 46% of the population 
in Atlantic Canada lives in rural 
communities and the economic strength 
of these communities is an essential 
part of the economic health 
of the Atlantic region. 


Community Economic Development (CED) is a key com- 
ponent of the federal regional development strategy. Within 
this strategic priority, ACOA’s focus is to work with regional 
and local partners to build community capacity to create 
viable opportunities for economic development. 


ACOA’s CED objectives are to: strengthen the co-ordination 
and co-operation between the Atlantic CED partners; increase 
the availability of business capital in rural communities; 
create sustainable jobs in these communities; strengthen 
the community strategic planning process; and encourage 
community ownership and empowerment in CED activities. 


Approximately 46% ° of the population in Atlantic Canada 
lives in rural communities’’ and the economic strength of 
these communities is an essential part of the economic 
health of the Atlantic region. Local involvement has been a 
cornerstone of ACOA’s community-based economic devel- 
opment strategy. The 41 Community Business 
Development Corporations (CBDCs), community con- 
trolled non-profit organizations located across Atlantic 
Canada, have been effective delivery partners in the pro- 


The Business Development Program also continues to 
invest heavily in rural initiatives, with approximately 65% 
of assistance directed to rural businesses or economic 
development organizations outside metropolitan areas. 


The Agency remains active in the co-ordination of federal 
government activity in communities throughout the Atlantic. 
Through its partnership with the 52 Regional Economic 
Development Organizations (REDOs) in Atlantic Canada, 
ACOA has fostered a co-operative environment in the areas 
of community enterprise and business development. This 
network of REDOs is made up of 20 Regional Economic 
Development Boards in Newfoundland and Labrador; 

13 Regional Development Authorities in Nova Scotia; 

15 Community Economic Development Agencies in 

New Brunswick; and 4 Community Economic Development 
Corporations in Prince Edward Island. In all cases, these 
organizations are incorporated, under provincial legislation, 
as private sector not-for-profit corporations reporting to 

a local Board of Directors. They are responsible for the 
development and implementation of co-ordinated strategic 
and operational plans for the specific area of the province 
covered by their mandates. 


The role and structure of the Atlantic REDOs have evolved 
according to experience and circumstances. ACOA has 
been an active player in building the CED network in 

the region providing information, expertise, professional 
technical support and targeted funding. 


Figure 10 


Unemployment is Predominantly a 
Rural Issue - 2002 Unemployment Rates 


Halifax County 


vision of business capital and counselling to rural com- 
munities throughout Atlantic Canada. From April 1, 1995 
to March 31, 2002, the CBDCs issued 9,651 loans 


Annapolis Valley 
Fredericton Region 
Saint John Region 
Moncton Region 


totalling $259 million to businesses in their communi- North West NB 
ties, which levered an additional $253 million in private Southern NS 

: : : North Shore NS 
sector investment financing. PFI 


Avalon Peninsula 


In addition, the Atlantic Investment Partnership has allo- Cape Breton 


wi: : : North East NB 
cated $135 million over a Wee period for community Lab/West Coast 
economic development, specifically targeted to rural North East Coast NL 
development through the Strategic Community South Coast NL 


Investment Fund. 
Percent 


Source: Statistics Canada - Labour Force Survey 


9 Statistics Canada, 2001 Census 
10 The population for rural areas is defined as the provincial residual or the total provincial population minus the population for urban areas. Urban areas are 
defined as those areas that have a minimum concentration of 1,000 persons and a population density of at least 400 persons per square kilometre. 
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COMMUNITY ECONOMIC Atlantic Canada. Among rural areas, unemployment 


DEVELOPMENT - THE CONTEXT rates remain quite high in Cape Breton, northeastern New 
. Brunswick, and areas beyond the Avalon Peninsula in 
While the overall economy of the Atlantic region has fared Newfoundland and Labrador. 
quite well over the past five years, unemployment and 
rural depopulation remain significant challenges for As noted in Figure 11, population gains in urban areas 
within the Atlantic provinces have been modest, while 
Figure 11 rural areas recorded 


declines between 1996 
and 2001. The relative 
lack of employment 
opportunities within 
rural areas has con- 
tributed to out-migra- 
tion of young 

people as they pursue 
post-secondary education 
and better job prospects. 
This urbanization trend 
has also been evident for 
the country as a whole. 
In Newfoundland and 
Labrador, much sharper 
declines were recorded 
in both rural and urban 
areas, reflecting a 
continuation of the 


Population Growth - Urban/Rural 
Atlantic Canada and Canada, 1996-2001 


@ Urban adjustments resulting 

© Rural from major fisheries 
declines early in the 

Source: Statistics Canada, 2001 Census 1990s. With the 


substantial loss in 
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Newfoundland and Labrador (7%), the overall population 
in Atlantic Canada declined by 2.1% between 1996 and 2001, 
compared with a 4% increase for the country as a whole. 


ACOA - WORKING FOR COMMUNITY 
ECONOMIC DEVELOPMENT 


ACOA's involvement in CED takes place within a framework 
of priorities and activities that are adapted to local needs 
and opportunities. For the Agency, CED represents a myri- 
ad of partnership arrangements and dynamic networks 
that are the lifeblood of the CED process in Atlantic 
Canada. Following are examples of ACOA’s work in CED 
across the region. 


Community Economic Development Workshops, 
Newfoundland and Labrador 

Effective January 2000, municipalities in Newfoundland and 
Labrador were granted legislative authority to undertake 
economic development within their communities. ACOA 
responded to an initiative of the Newfoundland and 
Labrador Federation of Municipalities to help prepare 
municipalities for their role in economic development 
through a CED workshop. 


This initiative was a multi-year, collaborative information and 
training project. It has adopted a three-phased approach: 


¢ Phase I involved a series of workshops based on 
reorienting and reorganizing the knowledge- 
base of community economic development; 

e Phase II comprised a series of Practical - Skills 
Development workshops; and 

e Phase III involved workshops on Applications - 
Learning from Best Practices, drawing on lessons 
learned from a series of study tours on local 
government involvement in community economic 
development in five jurisdictions (Iceland, Scotland, 
Sweden, Kentucky and Northern British Columbia). 


This initiative continues to have many positive results. 

At the request of the Federation of Canadian Municipalities, 

a presentation was made at the 2001 Annual General 
Meeting on this initiative as an example of direct federal/ocal 
government collaboration. The Organisation for Economic 
Co-operation and Development also highlighted this initiative 
in its Territorial Review of Canada (2002) as a successful 
federal regional policy approach to stimulating local 
development. 


At the local level, the initiative has benefited about 200 of 
the 291 incorporated municipalities in Newfoundland and 
Labrador. The fact that the workshops were all delivered by 
elected municipal councillors has been very important. 
Rather than hiring an outside facilitator, councillors 
themselves invested the time and effort to learn and 
present the materials to each other. 


This initiative has allowed ACOA to work with local and 
regional stakeholders in support of integrated economic 
development planning and implementation. Through 
supplying timely, pertinent and needed information, it has 
assisted local governments to become active and valuable 
partners in this process. 


Information Technology Operations Facility, 
Yarmouth, Nova Scotia 

Register.com, founded in 1994 in New York to register 
domain names on the Internet, and the community of 
Yarmouth, Nova Scotia, founded in 1761 to provide a 
domain for settlers, have become friends and partners. 
The partnership took a few years to solidify and involved 
many participants from economic development agencies, 
municipalities, educational institutions, elected decision 
makers and government. The result of the co-operation is 
a successful call centre in Yarmouth, providing satisfying 
and stable employment for over 200 individuals in the 
new economy and securing a place on the map for the 
Southwest Shore region of Nova Scotia. ACOA’s contribution 
of $950,000 was provided to the Yarmouth and Area 
Industrial Commission, which remains owner of the IT 
building where the call centre is in full operation. The 
building is considered to be a key piece of community 
infrastructure, and serves as evidence of the community's 
ability to create impressive innovative solutions to business 
opportunities. David Hill, Director of Canadian Operations 
for Register.com, noted that employee turnover rates are 
well below the industry average. 


The project to provide a facility for Register.com also 
enabled the community to upgrade its communications 
infrastructure, which is being used to attract new comple- 
mentary operations requiring high-speed data connectivity. 
Frank Anderson, Chief Executive Officer of the Southwest 
Shore Development Authority and prime mover to create 
this success story, notes that the benefits to the community 
and region will accrue for many years to come. They are 
now using this co-operation to promote the Southwest 
Shore region of Nova Scotia as a good place to live and invest. 


Sydney Mines Renewal Association, Cape Breton 
September 2002 marked the announcement of the third 
and final phase of a community-driven, commercial-core 
revitalization project in Sydney Mines. 


Spearheaded by the Sydney Mines Renewal Association 
(SMRA), in partnership with all levels of government 
and the private sector, infrastructure improvements 

to enhance the image and economic viability of the 
downtown core were a welcome announcement for the 
people of Sydney Mines. 


The town of Sydney Mines has been severely impacted 

by the closure of the coal industry on Cape Breton Island. 
The Sydney Mines Renewal Association is endeavouring 
to turn the fortunes of this community around. 


SMRA comprises clergy 
from five main churches 
within the community and 
was established in 1998. 
Its focus is to foster 
economic development and 
renewal projects in the 
downtown core of Sydney 
Mines and to improve the 
social and economic well- 


“A revitalized downtown core is the 
- cornerstone to future economic 
opportunities for Sydney Mines. 
Without the partnerships with all 
levels of government as well as 
private property owners, our dream 


responsibility to refurbish it completely. Part of the space 
will be used for an interpretive exhibit highlighting the 
history and culture of the area. A significant amount of 
space has been leased on a long-term basis to the provincial 
government for a Visitors’ Information Centre and to two 
private sector businesses — a craft shop and a restaurant. 


ACOA worked closely with the Province of Prince Edward 
Island, Human Resources Development Canada, the Town 
of Souris and the Eastern Kings Community Enhancement 
Corporation as this project was planned, financed and 
implemented. This was a highly successful community 
project that garnered much interest from residents and 
visitors in the area. The project itself was identified in 
a strategic tourism plan prepared for the area and the 
volunteers who worked on the project did an excellent 
job, which has encouraged others in the area to become 
involved in community 
development projects. 


CED Symposium 

In New Brunswick, through 
a consultative approach 
with ACOA, the Province of 
New Brunswick and the key 
economic development 
stakeholders, a new CED 


could never have been realized.” 


being of the entire community. 


Rev. Karen Ralph, Chair of Sydney Mines Renewal Association 


Community support and 

participation in the revital- 

ization project has been 

overwhelming. To date, approximately 24 businesses in 
Sydney Mines have committed to the community facade 
improvement program and are undergoing business 
enhancements. Two Green Area Enhancement and eight 
Signage projects are currently underway, with more 
projects scheduled to commence in the fall of 2003. 


Eastern Kings Community Enhancement 
Corporation, Prince Edward Island 

This CED project involved the restoration of an historic 
building in Souris, Prince Edward Island. The Matthew 
McLean building was built in 1869 by local entrepreneurs 
Uriah Matthew and John McLean and served as a major 
commercial centre for eastern Prince Edward Island for 
more than 100 years. 


The Town of Souris purchased the building in 2000 and 
the Eastern Kings Community Enhancement Corporation, 
a local volunteer development group, assumed the 


model was implemented 
in 2002-2003 and 

15 Community Economic 
Development Agencies 
(CEDAs) were created to replace the 13 Regional 
Economic Development Commissions (REDCs). This new 
model involved a higher level of community input with a 
greater emphasis on strategic planning and increased 
accountability. It was anticipated that communities would 
be better able to strengthen their economic base in a sus- 
tainable and strategic manner through this revised 
approach. 


Given the new CEDA environment, as well as ongoing 
challenges of community economic development, ACOA’s 
regional office in New Brunswick organized a symposium 
in 2002 to bring together the economic development 
partners with the objective to provide ideas and enhance 
awareness to stimulate development, investment and job 
creation. A key message of the event was to encourage 
communities to take the lead and responsibility for their 
own economic development. Close to 200 economic 
development professionals participated in the event, which 
provided momentum for the new CED approach and an 
excellent networking opportunity. 
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The event brought together the three levels of government, 
community representatives and volunteers to exchange 
information, hear success stories from other jurisdictions 


and discuss new ideas for building strong 


prosperous communities. 


“This technology gives the network 
of 41 Community Business 
Development Corporations, located 
in rural communities throughout 
Atlantic Canada, the most progressive 
computerized administrative and 
loan management systems among 
the Community Futures Development 
Corporations across Canada.” 


Basil Ryan, Chief Executive Officer, 
Atlantic Canada Community 
Business Investment Fund 


The Exceptional 
Assistant 

As part of ACOA’s 
commitment to long- 
term, community- 
based economic 
development, the 
Agency made a 
contribution of 

$1.3 million to imple- 
ment The Exceptional 
Assistant (TEA) on a 
region-wide basis. 
This Internet-based 
software technology 
will manage and 
streamline computer- 


ized administrative and loan management processes. The 
project will assist CBDCs in providing better and faster 
service to SME clients in their communities. 


" Summer 2002 Issue Youth Seed ConneXion, Nova Scotia Associati 


CADETS NERA LILI I IPE TELS ES ENO SCL TED LSE EE RPA ERE ASTER ITNT PCIE 


on of CBDCs. 


Seed Capital ConneXion Program 

for Young Entrepreneurs 

Throughout Atlantic Canada, ACOA continues to provide 
loans to young entrepreneurs through its Seed Capital 
ConneXion Program for Young Entrepreneurs. To ensure 
the greatest possible rural access, the program is delivered 
by the 41 CBDCs (and six other delivery agents in urban 
areas). About 80% of the loans have been made in rural 
areas. More information on this program is available on 
ACOA’s Web site at: 
http:/Avww.acoa-apeca.gc.ca/e/financial/capital.shtml. 


1998-1999 to 2002-2003 Seed Capital ConneXion 
Program for Young Entrepreneurs: 

e issued nearly 2,147 loans; 

° provided $21.8 million in assistance; and 

¢ achieved $45.7 million additional leveraging. 


An example of the Seed Capital ConneXion Program for 
Young Entrepreneurs at work is the Pilothouse Café and 
Cottages project". Brian Johnson and Johanna Verhagen are 
realizing their dream, which they were not sure would 
come true following the nightmare of September 11, 2001. 
After nine months of research and planning, Brian and 
Johanna were about to begin renovations and construction 
on their café and five cottages in St. Margaret’s Bay when 
they suddenly found themselves in the shadow of a dismal 
forecast for this year’s Nova Scotia tourism industry. 


Nova Scotia Tourism and Culture. 
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Believing in their idea, they persevered. They received 
encouragement and assistance through the Seed Capital 
ConneXion Program, a business assistance program for 
young people that they accessed through Blue Water Business 
Development Corporation in Musquodoboit Harbour. 


Through this program, they got “great business advice, 
and the kind of support and encouragement you need 
through the learning process.” Johanna learned to use 
guest management/reservation software through a 
training grant from Seed Capital ConneXion Program. 
Brian supervised the large-scale renovations that would 
transform the old, landmark property. 


In May 2002, Brian and Johanna opened Pilothouse Café & 
Cottages. To their relief, they have enjoyed a high percentage 
of bookings much earlier than they had expected. They 
look forward to employing even more local suppliers and 
talent to contribute Maritime flavour, décor, and hospitality 
to their new venture. In the meantime, they credit their 
Blue Water connection, John Cooke, with “taking support 
to another level.” Says Brian, “He sent us articles, believed 
in our idea, and always does more that he has to. At Blue 
Water, they seem as excited as we are.” 


CHAPTER 


TOURISM 
OVERVIEW 


ACOA has fostered an unprecedented, 
co-operative, regional approach to 
tourism development and marketing in 
Atlantic Canada. 


As an economic sector, tourism offers significant wealth 
and job creation opportunities and builds on exhibited 
regional strengths, especially the attractive natural environment 
of Atlantic Canada with its coastal beauty and rural landscapes. 


As an economic engine, tourism now generates $3.16 billion 
annually in “export revenues,” $500 million a year in tax 
revenues and 100,000 jobs for Atlantic Canadians. As a 
percentage of GDP, tourism contributes significantly more 
to the economy of Atlantic Canada (5%) than it does to the 
national economy (2.5%). 


From an economic perspective, tourism demand refers to 
the activities of persons travelling to and staying in places 
outside their usual environment for not more than one 
consecutive year. It includes leisure time spent touring and 
sightseeing, visiting with friends and relatives, or taking a 
vacation. Tourism demand also includes people participating 
in conventions, conferences and in other kinds of business 
or professional activities. Tourism supply is a composite of 
service providers that collectively deliver a travel experience. 
Tourism supply includes transportation and accommodation 
providers, restaurants and retail shopping outlets, enter- 
tainment and recreation facilities, and other providers of 
visitor and visitor-related services. 


Between 1998 and 2002, tourism projects delivered to 
SMEs in Atlantic Canada were mainly through the Business 
Development Program (BDP), COOPERATION agreements 
with the provincial governments, and the Canadian 
Fisheries Adjustment and Restructuring Initiative. 


ACOA is a catalyst for tourism innovation in Atlantic 
Canada. Through its partnerships with tourism industry 
associations, private sector groups and other governments, 
ACOA has fostered an unprecedented, co-operative, regional 
approach to tourism development and marketing in Atlantic 
Canada. The Agency’s leadership has helped to focus the 
tourism industry's attention on strategic tourism investments 
and activities that increase profitability, investment and wages 
in the tourism sector. 


ACOA’s strategic approach to tourism involves support to 

projects that: 

e extend the tourism season; 

e enhance the quality and appeal of the region’s tourism 
products and experiences; 

e increase revenues and employment derived from the 
tourism sector; and 

¢ ensure the sustainability of tourism in Atlantic Canada. 


Figure 12 
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ACOA’s leadership has contributed to significant growth in 

tourism in the Atlantic region. Non-resident tourism in Atlantic 
Canada increased by 57% from 3.7 million province visits 

in 1996, to 5.8 million in 2002. Tourism-related revenues 

have increased by 57% from $2.03 billion in 1996, to $3.17 
billion in 2002. Tourism-related employment increased by 
45% from 69,000 jobs in 1999 to 100,000 in 2002. 


ACOA is recognized as a leader in developing regional 
co-operation and co-ordination among stakeholders in the 
tourism sector. Region-wide initiatives are strategically 
important as a means of pooling resources and expertise 
and as a vehicle for more effective global marketing and 
development of quality products. Three examples are 
profiled below: the Atlantic Canada Tourism Partnership, 
the Best Practices Missions and the Atlantic Canada 
Technology Initiative. 


THE ATLANTIC CANADA 
TOURISM PARTNERSHIP 


The Atlantic Canada Tourism Partnership (ACTP) has a 
mandate to build strong industry-government relationships 


to market Atlantic Canada as a tourism destination in 
international markets. Marketing strategies aimed at the 
New England and mid-Atlantic region of the United States, 
Europe and Japan build upon and enhance the brand 
equity established by provincial partners and major indus- 
try players (transportation providers, travel agents, tour 
operators, destination marketing organizations) in 
targeted international markets. 


The ACTP is a nine-member partnership comprising 
ACOA, the four provincial tourism industry associations 
and the four provincial government departments responsi- 
ble for tourism. Other ad-hoc, co-operative marketing 
partnerships with the Canadian Tourism Commission and 
travel trade operators are also facilitated through ACTP. 
ACTP completed its third consecutive, three-year project in 
March 2003. 


On average, 83% of ACTP’s budget is directed to marketing 
initiatives in the New England and mid-Atlantic regions of 
the United States. Twelve percent is directed to selected 
European (the United Kingdom and German-speaking 
countries) and Japanese markets. The balance of ACTP’s 
budget (5%) is for the administration of the partnership 
and delivery of its programs. 


Since 1994, the ACTP has generated 662,000 tourism- 
related information requests that resulted in 159,000 
visitor parties who spent $173.2 million while vacationing 
in the region. 


ACTP has resulted in a significant return on the expenditure 
of public funds. Each three-year agreement generated 
approximately $9.00 in tourist expenditures for every $1.00 
of media purchased. 


ACTP is an Atlantic-wide promotional program 
complemented by province-specific and industry-specific 
initiatives. ACTP also provided tourism industry stakeholders 
with a forum for discussing common issues, conducting 
market research, adopting regional policy positions and 
developing joint action plans for tourism. 


"The Canadian federal government, 
through the Atlantic Canada 
Opportunities Agency, attracted 
four provincial governments and 
members of the tourism industry 
associations in each province to the 
table to create a unique and suc- 
cessful partnership that brings a co- 
ordinated, regional approach to 
marketing the Atlantic region in 
export markets.” 


A Case Study of the Atlantic Canada Tourism 
Partnership 2000-2003 
Neil Tiley, Project Director, Extension Community 
Development Co-operative 


Nova Scotia Tourism and Culture. 


BEST PRACTICES MISSIONS 


Best Practices Missions are learning-based group trips that 
allow tourism operators from Atlantic Canada to interact 
with operators outside the region who offer leading-edge 
products, destinations and experiences. Each mission 
focusses on a particular theme, which is chosen based on 
demand for tourism product development within that area 
of tourism. Participants travel to a destination outside of 
Atlantic Canada to learn from highly successful operators 
with tourism products similar to their own. The missions 
incorporate detailed itineraries that focus on educational 
seminars and tours of tourism businesses that have been 
successful in attracting and retaining strong visitation through 
quality tourism experiences. Past themes have included 
heritage destinations, culinary tourism, marine/seacoast 
destinations, trail packag- 
ing, birding destinations, 
outfitter diversification and 
Aboriginal tourism. 


Best Practices Missions 
enhance the Atlantic 
region’s competitiveness 

by focussing on in-demand 
and emerging tourism prod- 
ucts that provide the travel- 
ling public with the best 
possible experience. The 
ultimate goal is that 

mission participants will return to this region and con- 
tribute to improved tourism in Atlantic Canada. 


Best Practices Missions bring a co-ordinated, regional 
approach to improving the product readiness and 
competitiveness of Atlantic Canada’s tourism businesses. 
The missions encourage investments in tourism products 
that emphasize seasonality, quality and productivity in the 
tourism sector. 


ATLANTIC CANADA 
TECHNOLOGY INITIATIVE 


The Atlantic Canada Technology Initiative (ACTI) was a 
two-year pilot project (2000-2002) directed at integrating 
information technology (IT) into the tourism industry in 
Atlantic Canada. ACTI brought a co-ordinated regional 
approach to assist the region’s tourism industry in adopt- 
ing e-commerce and Internet technologies. 


“The Atlantic Canada Technology 
Initiative has had a great impact on 
the ability of our sector to be 
competitive in the on-line and 
worldwide marketplace.” 


Jan Wheeler, President, Nova Scotia 
Bed & Breakfast Association 


ACTI assisted private sector tourism operators in areas 
such as Web-based resources, business-to-business 
technology, business-to-consumer technology, e-commerce 
and marketing through technology. The activities of the 
ACTI centred around three core initiatives involving education 
and training, technical support, advocacy and promotion. 
Education and training included workshops and seminars 
covering various aspects of Web and business-based 
information technology. Technical assistance included 
in-house support to the region’s four tourism industry 
associations as well as support to tourism sub groups and 
individual tourism operators. Advocacy and promotion 
included activities that enhanced the tourism industry's 
awareness and knowledge of the benefits of information 
technology and encouraged tourism operators to adopt or 
enhance IT capabilities. 


ACTI was a partnership 
involving of ACOA and the 
four tourism industry asso- 
ciations in Atlantic Canada. 
The four provincial depart- 
ments responsible for 
tourism also participated in 
the ACTI project by support- 
ing education, training and 
research initiatives consistent 
with provincial strategies. The 
ACTI involved an investment 
of $800,000, cost shared between ACOA (60%), the indus- 
try (35%) and provincial governments (5%). 


The ACTI was an effective, grassroots project that sur- 
passed all of its goals and objectives. The Atlantic tourism 
industry has made significant advancements in its adoption 
of Internet technologies and e-commerce as a result of 
ACOA’s support of the project: 


¢ 80% of the Atlantic region’s tourism businesses had 
adopted computer technology as a business tool by 
2002, compared with 64% in 1999. 


¢ 79% of the Atlantic region’s tourism businesses were 
connected to the Internet in 2002, compared with 
17% in 1999. 


¢ 87% of the Atlantic region’s tourism businesses were 
involved in business-to-consumer e-commerce and 
65% involved in business-to-business e-commerce in 
2002, compared with 42% for both in 1999. 


Progress in the adoption of Internet technology involved 
the delivery of 32 technology-related workshops, 8 Web- 

_ based discussion forums, direct communications with 
4,000 operators and a Web-based help desk / information 
resource, used by 2,400 tourism operators. 


TOWARD QUALITY ACCOMMODATIONS 


Tourist visitations to Atlantic Canada increased by 57% 
between 1996 and 2002, creating incremental demand for 
roofed accommodations. Recognizing the need for sustain- 
able development and a focus on SMEs, ACOA’s BDP has 
offered assistance for the establishment, expansion and 
modernization of quality tourist accommodations having 
the potential: (i) to attract new visitations to the region; 
(ii) to extend length-of-stay; (iii) to increase tourism 
related spending; and (iv) to improve the travellers’ satis- 
faction with the region’s accommodations. 


ACOA's strategic approach to roofed accommodations was 
premised on the Canada Select Star Grading Program. In 
addition to the regular program criteria, eligibility for 
ACOA assistance required that applicants achieve a 
minimum, three-star Canada Select accommodation rating 
for new establishments, and a minimum, one-half star 
increase for applicants seeking to expand or modernize 
existing roofed accommodations. 


Figure 13 
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Source: Atlantic Canada Tourism Grading Authority 


Partnerships were engaged with the Atlantic Canada 
Tourism Grading Authority (established in 1990 and 
mandated to promote / standardize the grading of roofed 
accommodations in Atlantic Canada) and the four provincial 
tourism industry associations responsible for delivery of 
the Canada Select program in order to ensure the effective 
implementation of the grading standards. 


With the number of graded accommodations increasing 
from 415 in 1991 to 3,063 in 2002, the tourism industry's 
ability to grow, prosper and remain competitive nationally 
and internationally was substantially strengthened. 


Overall, ACOA investments in this area have: 

¢ increased the availability of year-round tourist accom- 
modations in Atlantic Canada; 

¢ contributed to extended lengths of stay; 

e increased the availability of roofed accommodations in 
strategic geographic areas; 

e provided access to the small conventions market; and 

¢ contributed to the development of sustainable tourism 
communities in Atlantic Canada. 


Following are pro- 
files of two projects 
that exemplify the 
Agency’s strategic 
approach to the 
development of 
accommodations in 
Atlantic Canada. 


“The Newfoundland and Labrador 
Accommodations Rating Council has 
been a real success Story. 

In 1993, we were given ACOA funding 
and by 1997, the Council became 


Quaco Inn, 
St. Martins, 
New Brunswick 


self-sufficient. The Star rating of 
Newfoundland and Labrador 
accommodations has increased by 


St. Martins’ Quaco 
Inn has welcomed 
thousands of visitors 
since the early 
1980s. Since 1993, 
ACOA has worked 
with Quaco’s owners to develop and upgrade the more 
than century-old facilities. Most recently, in 1999, the 
Agency helped innkeepers Rudy and Kather Miller-Zinn to 
add a gothic-style building to the establishment. The addition 
helped the Inn to maintain its four-star rating under the 
province's new grading system and to accommodate ever- 
erowing visitor demand. 


72% over the 1994-2001 period.” 


Bruce Sparks, Chairman, Newfoundland and Labrador 
Accommodations Rating Council 
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Rosewood Cottages, Hubbards, Nova Scotia 
Rosewood Cottages, owned and operated by Phyllis Hind 
Holdings Ltd., is a waterfront property comprising 1.25 
acres of land in the resort area of Hubbards, Nova Scotia. 


The project investments involving repayable assistance 
from ACOA were in two parts: first, construction of two 
2-bedroom cottages and, second, renovations that included 
winterizing several cottages and converting a house located 
on the property to a five-room inn. 


The Rosewood Cottages 
investment has increased 
the availability of year-round 
tourist accommodations in 
the Hubbards area along 
Nova Scotia’s picturesque 
South Shore. The availability 
of quality accommodations, 
which fit the market demand 
for seaside cottages, 
contributes to extending 
visitors’ length of stay in the 
province, especially in the local community of Hubbards. 
The winterization of the cottages has enabled the business 
to expand its operating season through the shoulder and 
winter months bringing visitors to the Hubbards area during 
a typically low period of tourism activity in the year. The 
investments enabled the client to increase its Canada 
Select rating to a four-star level. 


SHOWCASING ATLANTIC CANADA'S 
HERITAGE AND CULTURE 


Cultural and heritage tourism presents great opportunities 
for the tourism industry in Atlantic Canada. Provincial 
tourism statistics indicate 37% of all trips to Atlantic 
Canada include a cultural/heritage component, and the 
market is growing at a rate of 8% a year. 


Recognizing the significance of Atlantic Canada’s culture 
and heritage experiences, BDP offered assistance for the 
establishment, expansion and modernization of interactive 
cultural and heritage experiences that support ACOA’s 
strategic approach to tourism. 


As part of this regional approach, partnerships have been 
forged with Canadian Heritage, Parks Canada, the four 
provincial government departments responsible for 
tourism, and various municipal governments. Partnerships 
with the private sector have involved destination marketing 


This last expansion enabled us to 
develop and accommodate new 
group markets and extend our season 
well beyond two summer months.” 


Rudy Zinn 
Quaco Inn, St. Martin’s NB 


organizations, non-profit organizations and museums. All 
are key stakeholders in the strategy to expand and mod- 
ernize the region’s cultural and heritage experiences. 


ACOA’s investments in cultural tourism have: 

¢ contributed to extended lengths of stay in Atlantic 
Canada; 

e increased the availability of experiential cultural and 
heritage products in strategic geographic areas; and 

e successfully contributed to the development of sustain- 
able tourism communities in Atlantic Canada. 


The College of Piping and 
Celtic Performing Arts of 
Canada in Prince Edward 
Island and the Colony of 
Avalon Archaeological Site in 
Newfoundland and Labrador 
exemplify ACOA’s strategic 
approach to cultural and 
heritage tourism in Atlantic 
Canada. 


The College of Piping and Celtic Performing Arts of 
Canada, Summerside, Prince Edward Island 

Located in Summerside, Prince Edward Island, the College 
of Piping and Celtic Performing Arts of Canada was estab- 
lished in 1990. With more than 70% of Islanders being 
of Scottish or Irish ancestry, it appeared fitting to have 
the College located in this province. The mission of the 
College is to provide quality educational programming in 
the Celtic performing arts. It is the only institution of its 
kind in North America and is affiliated with the College 
of Piping in Glasgow, Scotland. 


The College includes an outdoor amphitheatre, library/ 
resource centre, mirrored dance studios, a practice hall, 
classrooms, soundproof practice rooms and a gift shop. 
The student body of the College has grown from just 30 

in 1990 to more than 300. While the College is in the 
business of producing Celtic performing artists, it plays a 
major role in providing a quality cultural tourism product, 
which contributes significantly to the economic impact of 
tourism in Prince Edward Island. The concerts alone pro- 
vided a cultural experience for over 7,800 visitors to 
Prince Edward Island in 2001. ACOA made a major invest- 
ment involving a three-year marketing plan for the College, 
as well as development of interpretative displays and com- 
plete exterior upgrades to enhance the attractiveness of 
the facility to tourists. Other funding partners include the 
City of Summerside, the Prince Edward Island Department 
of Development and the R. Howard Webster Foundation. 


In 2002, the College’s 
Celtic Festival was 
honoured as a Provincial 
Attractions Canada winner 
in the categories of 
Culturai Event and 
Attraction of National or 
International Significance. 
The College was able to 
expand its summer concert 
series to five evenings 

per week in 2002, and 
attendance increased by 19% over the previous year. 

- Concert revenues increased by 32% and gift shop sales 
increased by 10.9% when compared with 2001. The College 
has also been named to the American Bus Association’s 
Annual List of the “Top 100 Events for 2003.” 


Colony of Avalon Archaeological Site Development, 
Newfoundland and Labrador 

The Colony of Avalon Foundation was incorporated in 
1995 as a non-profit, community-based organization 
mandated to investigate, preserve and develop the archae- 
ological remains of Lord Baltimore’s Colony of Avalon, 
and other 16" and 17° century remains in Ferryland, along 
the south coast of the island of Newfoundland. The Colony 
of Avalon Foundation includes over 200 members. Since 
1996, ACOA has contributed approximately $3 million 
toward the development of this site. 


Excavations have unearthed the remains of eight structures 
and revealed extensive defensive works and over one million 
artifacts. Some of the 17" century structures excavated 
include: the Forge, built by the first settlers in the summer 
of 1622; a warehouse located on the original waterfront 
and dating from the early 


“ACOA has been very supportive of 
our endeavours to market the 
College to students and tourists 
alike, resulting in a significant return 
on that investment.” 


Scott MacAulay, 
Director of The College of Piping and 
Celtic Performing Arts of Canada 


Other economic benefits 
associated with the site 
include a $1.25 million 
contribution to provincial 
GDP and about 50 person 
years of employment. As 
additional archaeological 
discoveries are made and new 
attractions are developed, 
the economic benefits 
derived from the site will 
continue to grow. 


VALUING NATURE 


Nature tourism presents wide-ranging opportunities for 
the tourism industry in Atlantic Canada. Provincial tourism 
statistics indicate that 85% of all trips to Atlantic Canada 
include a nature-based component. Recognizing the 
significance of Atlantic Canada’s natural tourism products, 
ACOA has invested in nature-based experiences having the 
potential: (i) to attract new visitations to the region; 

(ii) to extend lengths of stay; (iii) to increase tourism- 
related spending; and (iv) to improve the travellers’ 
satisfaction with the region’s tourism offerings. 


The development of Isle Madame in Cape Breton and 
the East Coast Trail initiative on Newfoundland represent 
two examples of ACOA’s strategic investments in nature- 
based tourism. 


Development of Isle Madame Association Inc.'s, 

Cape Auget Eco-Trail, Isle Madame, Cape Breton 

In February 1995, Development Isle Madame Association 
(DIMA) was born of a strate- 


years of the settlement; and 
two mid-century dwellings 


gic planning exercise, initiat- 
ed upon the collapse of the 


“The development of the Cape Auget 
Trail provides yet another reason for 
visitors to stop and savour all that 
Isle Madame has to offer.” 


Brenda Martell, 
Acting Executive Director of the Development 
. Isle Madame Association 


and a barn/byre complex 
burned by the French in 1696. 


The Foundation’s efforts 
to cultivate the Colony of 
Avalon into a world-class 
heritage attraction of 
provincial, national and 
international importance 


ground fishery in the early 
1990s, impacting 350 direct 
and 1,000 indirect jobs, out 
of a workforce of 1,800. The 
Association is a community- 
owned, non-profit limited 
company that is run by Board 
of Directors to contribute to 
the community's goals and 


have exceeded expectations. Tourism-related visits to the 
site increased from fewer than 2,000 visitors in 1992 to 
over 22,000 in 2001. Incremental spending by visitors to 
the Colony of Avalon is estimated at $1.8 million. 


priorities. DIMA was instrumental in bringing the idea of 
eco-tourism to Isle Madame and it was this vision that has 
helped to make the Cape Auget Trail one of Cape Breton’s 
most visited and scenic hiking trails. 


The Cape Auget Trail has 
elevations as high as 150 
feet, along beaches and 
rocky shores. Historically, 
significant boundary lines 
and foundations can be 
found along the major coves 
of the area. There are abon- 
doned Acadian settlements 
that existed for a period of 
two hundred years. Other 
notable features include 
shipwrecks and 

whale sightings. 


The East Coast Trail, 


“The changes wrought by the East 
Coast Trail Association in the land- 
scape of the Avalon and the opportu- 
nities that residents and visitors 
have to enjoy it strikes me as the 
single best improvement in ‘quality 
of life' that | have observed during 
my time here.” 


Judith Adler, 
Department of Sociology, 
Memorial University of Newfoundland 


Avalon Peninsula, Newfoundland and Labrador 


The trail connects two 
national historic sites, 

22 communities, two 
provincial parks, plus 
ecological reserves and 
heritage sites. The trail has 
generated attention from 
international tour operators 
and media. The East Coast 
Trail Association is mem- 
bership-based and brings to 
the project an enormous 
amount of volunteer effort. 
The Association plans to 
extend the trail, particularly 
in the area north of St. John’s. 


The east coast of Newfoundland and Labrador’s Avalon 
Peninsula is a remarkable blend of history, nature and 
scenery, and a perfect place for the hiking enthusiast. The 
East Coast Trail Association has worked with ACOA, HRDC 
and the provincial government to create the East Coast 
Trail, connecting much of the eastern Avalon Peninsula 
with a network of hiking trails. 


The Association has completed the core section of the East 
Coast Trail, a 220-kilometre, international-calibre hiking 
trail linking St. John’s to the Town of Cappahayden on the 
province’s southern shore. 


Work on the trail has included bridging small streams, 
building boardwalks and stairs, and installing stone work 
at selected sites. The Association has also designed and 
installed signage and trailhead facilities. 


The cost of the work on this section of the trail was 

$1.6 million. Of this amount, ACOA and the provincial 
government contributed $1.1 million through the 
component of the Fisheries Adjustment and Restructuring 
Measures for Economic Development, a federal-provincial 
cost-shared agreement. 


CHAPTER 


TRADE AND INVESTMENT 
OVERVIEW 


Over the past five years, the Agency 
has assisted over 400 firms attempting 
to become new exporters 


Over the past few years, strong national and regional 
economies and liberalized trade agreements have provided 
the impetus for export growth among Atlantic Canada’s 
business community. With fewer than three percent of the 
Atlantic region’s SMEs involved in export activity, it was fitting 
for ACOA to take measures aimed at increasing the level of 
export activity. To increase the numbers of exporting 
SMEs, a comprehensive strategy focussing on developing 
exporting capabilities and on identifying and developing 
market and sector potential was required. 


The Agency has introduced an investment component to its 
strategic priorities aimed at increasing the amount of foreign 
investment in the region’s economy. An Atlantic-wide 
approach was necessary to ensure that the efforts of 
Atlantic-based trade and investment partners were working 
effectively and efficiently toward common objectives. 


ACOA’s pan-Atlantic Trade and Investment Strategy is built 
on four economic development tools: the Business 
Development Program (BDP); the COOPERATION 
Program; the International Business Development 
Agreement (IBDA); and the Atlantic Trade and Investment 
Partnership (ATIP). Through the strategic combination of 
these instruments, ACOA, together with its partners, strives 
to increase the region’s total export output by: creating 
greater awareness of exporting as a growth strategy for 
SMEs; promoting and supporting export skill development 
among potential and existing exporting firms and business 
consultants; providing access to financing for SMEs and 
industry and business associations; and generating more 
knowledge on the export development needs and sectoral 
export capability of the region’s export community. 


Over the past five years, the Agency has assisted over 400 
firms attempting to become new exporters. The recent 
evaluation of the BDP reports that first-time exporters 
assisted by the BDP are meeting with considerable success, 
with two-thirds entering the export market and reporting 


2 BDP Supported First-Time Exporters, ACOA Survey 2002. 
'3 Statistics Canada - A Profile of Canadian Exporters 1993-1997, August 2000. 


Percent change 


significant increases in exports and employment. 
Furthermore, follow-up surveys indicate that close to 80% 
of BDP clients who became new exporters in 1998 and 
1999 are still successfully exporting’. By comparison, 
about one-half of new Canadian exporters continue to 
export over a three to four year period”. 


Within its Atlantic Investment Development Strategy, ACOA 
focusses on four strategic areas: generating and supporting 
more regionally relevant investment research; enhancing 
the level of information management and dissemination 
among key investment stakeholders; raising the region’s 
profile by promoting Atlantic Canada among target audiences 
as a profitable place to do business; and establishing 
investment attraction and development partnerships 
among other federal departments, provincial governments 
and the private sector. 


MEETING THE COMPETITIVE 
CHALLENGE - ATLANTIC TRADE 
AND INVESTMENT STRATEGIES 


Exports of primary and manufactured goods increased 
from $11.6 billion in 1997 to $19.7 billion in 2002, a gain 
of 70% over the five-year period. Foreign exports of com- 
modities now account for 30% of the region’s GDP, up 
from 23% in 1997. Newfoundland and Labrador posted 
the greatest gains in exports, increasing by 118%, or 
almost $3 billion over the period (see Figure 14). 


Figure 14 


Export Growth - Atlantic Provinces 
and Canada, 1997-2002 


Source: Industry Canada, Strategis 


Not surprisingly, oil and gas and refined petroleum 
accounted for the largest share of the increase over 
the period. 


However, very substantial increases were recorded in a 
wide range of other products, accounting for $2.94 billion 
in increased export sales as shown in Figure 15. 


According to Statistics Canada, there were 1,980 exporters 
in Atlantic Canada in 2001, up 22% from 1,618 exporters 
in 1993. 
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ACOA has played an important leadership and 
co-ordination role in support of the strategic priorities of 
trade and investment. During the 1998-2003 period, ACOA 
has been instrumental in mounting four key region-wide 
initiatives: Team Canada Atlantic, the $8-million renewal of 
the Canada/Atlantic Provinces COOPERATION Agreement 
on International Business Development (IBDA), the Pan- 
Atlantic Investment Co-ordination Committee, and the 
KPMG Competitive Alternatives Study. 


Figure 15 


Export Growth 


Percent of increases 


Source: Industry Canada, Strategis 
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Working Together - Team Canada Atlantic Trade and 
Investment Missions 

Team Canada Atlantic (TCA) Trade and Investment missions 
are a part of a regional initiative led by ACOA, under the 
Agency’s ATIP. The TCA missions are led by either the 
Prime Minister and the four Atlantic Premiers, or the 
Minister of State for ACOA and provincial ministers. 
Typically, the missions include up to 60 of the region’s 
most promising exporting enterprises from a variety of 
business sectors. 


The TCA format was designed to increase trade and investment 
between businesses in Atlantic Canada and strategic foreign 
markets. Since its inception in 1999, the TCA program has 
targeted strategic markets along the eastern-U.S. seaboard. 
A total of seven TCA missions have been held to date, two 
of which were led by the Prime Minister. Markets visited 
include New England, Atlanta and New York. 


TCA is a co-operative effort involving ACOA, the four 
provincial governments, the federal Department of Foreign 
Affairs and International 
Trade, Industry Canada, 
Agriculture and Agri-food 
Canada, and Team Canada 
(when missions include the 
Prime Minister). A TCA 
Secretatiat, housed within 
ACOA, is responsible for 
co-ordinating and 
implementing TCA missions 
in consultation with the 
organizing committee that 
comprises all of the TCA 
partners. ACOA provides 
approximately 75% of the 
funding of the TCA missions 


After participating in two Team - 
Canada Atlantic missions to New 
York City in 2002, PEI's Jerry 
Bidgood, General Manager, Prince 
Edward Aqua Farms Inc., estimates 
his business has managed to generate 
sales of more than $250,000. “Once 
you've cracked the exporting door 
open, the opportunities are 
tremendous.” 


Co-operating with partners - Canada/Atlantic 
Provinces COOPERATION Agreement on 
International Business Development 

The Canada/Atlantic Provinces COOPERATION Agreement 
on International Business Development (IBDA) is a 
collaborative effort between the federal government and 
the governments of the four Atlantic provinces. Partners to 
the agreement include ACOA, the Department of Foreign 
Affairs and International Trade, Industry Canada, Business 
New Brunswick, Nova Scotia Business Inc., PEI Business 
Development Inc., and Newfoundland and Labrador’s 
Department of Industry, Trade and Rural Development. 
ACOA is funding the federal share of the agreement at 
70%, the Provinces’ share is 30%. 


An ACOA initiative, the IBDA was initially signed in 1994 
for $2 million over three years. It has been extended twice — 
in 1997 for an additional $3 million, and in 2000 for 

$8 million with a sunset date of April 2004. Now in its 
ninth year, the IBDA has supported projects aimed at intro- 
ducing Atlantic companies to the potential of exporting as 
a means of expanding and 
increasing their sales, 
developing new markets for 
existing exporters and 
increasing sales in existing 
markets. This has been 
accomplished through four 
strategic elements: training 
and awareness; planning 
and research; market 
information and intelligence; 
and international business 
development activities. 


Priority sectors include 
building products, environ- 


under the BDP (non- 

commercial), with the balance of the financing coming 
from the four provincial governments and the participating 
companies. A small financial contribution is provided by 
Agriculture and Agri-food Canada for a specific mission event. 


There has been a total of seven trade missions to Atlanta, 
New England and New York since the TCA program began 
in 1999. The missions have enabled more than 250 
Atlantic Canadian firms to meet with over 1900 U.S. buy- 
ers, agents, and business owners from across the United 
States, helping to generate $20 million in confirmed sales 
and more than $75 million in projected sales". 


"4 Source: Team Canada Atlantic Surveys and Follow-up surveys May-July 2003 
'5 IBDA Survey, June 2002 


mental industries, informa- 
tion and communications technologies, life sciences, 
ocean industries, plastics, and value-added food products. 
Targeted markets include the United States, Western 
Europe, Latin America and the Caribbean, and Japan. 


Over 80 projects involving close to 1,300 companies were 
approved from fiscal year 1998-1999 to 2002-2003, 
totalling $4.9 million in funding assistance. The latest survey” 
indicates that 21% have started exporting to new markets, 
30% have increased their volume of exporting to current 
markets, and 48% have identified potential new markets. 
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Focussing on Investment: The Pan-Atlantic 
Investment Co-ordination Committee 

In early 2000, the ACOA-led Pan-Atlantic Investment 
Co-ordination Committee (PAICC) was established in 
recognition of the advantages of fostering closer co-operation 
and co-ordination with regard to investment activities in 
Atlantic Canada. The committee includes ACOA, the four 
Atlantic provinces, Industry Canada and Investment 
Partnerships Canada. 


One of the challenges of attracting foreign direct investment 
(FDI) to Atlantic Canada stems from the size of the region 
in relation to its competitors. The pooling of financial and 
human resources enables the region to have a greater 
impact with promotional and awareness FDI initiatives and 
activities such as marketing, investment missions and 
incoming investment tours. 


The establishment of the committee has led to strategic 
regional investment initiatives including the following: 


2002 Relocation Summit, Washington, D.C. 

The Relocation Summit, a matchmaking event for 
economic development solution providers and corporate 
management delegates, was attended by representatives 
from the PAICC. The conference was limited to 100 senior- 
level executives from the Fortune 500 corporations, and 
representatives from 15 development agencies 

(including ACOA) and the four Atlantic provinces. The 
participating company delegates had decision-making 
authority on a broad range of corporate relocation issues 
and 

represented key sectors such as information 
communications technology, biotechnology, consumer elec- 
tronics and advanced manufacturing. 


Each Atlantic representative participated in various 
networking opportunities as well as approximately 15 official 
meetings with corporate management delegates who had 
indicated they had corporate expansion plans. Follow-up 
by committee representatives on potential projects and 
investment opportunities is ongoing. 


Department of Foreign Affairs and International 
Trade U.S. Investment Counsellors’ Meeting, 
September 2002 

The PAICC organized, in tandem with the 34th Annual 
Economic Development Association of Canada Conference, 
a meeting in Charlottetown, Prince Edward Island, with 14 
Department of Foreign Affairs and International Trade U.S. 
Investment Counsellors. The meeting provided an opportu- 
nity to increase the awareness of Atlantic Canada as an 
investment location, and served to update the counsellors 
on the region’s investment activities. Foreign direct invest- 
ment testimonials were presented by three U.S. companies 
with establishments in Atlantic Canada (Urban Machinery, 
Honeywell and Sepracor) in addition to presentations by 
ACOA and the four Atlantic provinces. 


Investment Media Promotion 

In 2001-2002, ACOA completed a media campaign of 
investment promotion advertisements in selected U.S. and 
European site selector and sector magazines. The series of 
advertisements were produced under the theme “Atlantic 
Canada: A Profitable Place to do Business.” E-business CD 
cards on the energy and biotechnology sectors and a 
KPMG Atlantic Canada brochure were also produced for 
distribution to investment partners and key contacts. 

A reference document for decision makers and site selec- 
tors was also created and distributed through targeted 
direct marketing. An Atlantic Canada investment Web site 
has also been created and is found at: www.acoa.gc.ca/invest. 


“Since attending Americana 2001 in 
Montreal as part of an IBDA-spon- 
sored delegation, Agri Plas Systems 
has been deluged with expressions 
of interest from potential trading 
partners around the world, including 
New England, California and New 


Zealand.” 


Austin Boyd, President 
Agri Plas Systems 2001, Stratford, PEI 


Benchmarking for Investment - The KPMG 
Competitive Alternatives Study 

The KPMG Competitive Alternatives is a biennial 
comprehensive study comparing business costs in cities 
with populations of more than 100,000 throughout 
Austria, France, Italy, Germany, the Netherlands, the United 
Kingdom, Canada, the United States and Japan. 


The Agency participated 
as a sponsor in both the 
1999 and 2001 studies 
in an effort to ensure the 
inclusion of Atlantic 
Canadian communities. 
Eighty-six cities were 
featured in the 2001 
report, with Moncton 
and Halifax being the 
only Atlantic Canadian 
communities included 
in the group. 


In a subsequent cost 
model study’, six other 
Atlantic Canadian com- 
munities were added to 
the expanded list of 115 
cities in 2001. These 
were Charlottetown, 
Fredericton, St. John’s, Saint John, Sydney and Truro. 
Atlantic Canada cities ranked amongst the highest in overall 
cost competitiveness within Canada and abroad. 


The ACOA sponsorship guaranteed access to the details of 
the study and the corresponding investment cost model. In 
addition, the Agency hosted an interactive information and 
training session on the use of the cost model for provincial 
and federal investment officers as well as the eight Atlantic 
municipalities covered in the KPMG study. 


ACOA, in conjunction with KPMG, produced an Atlantic 
Canada promotional brochure in early 2002 to highlight 
and promote the region’s cost advantages. The brochure 
was widely distributed to key investment stakeholders in 
Canada and abroad and selected Canadian Consulates in 
the U.S. and Europe. The brochure has been used as a 
promotional tool of the TCA Trade and Investment missions. 


With Canada having the top eight international cities in 
overall cost competitiveness, including Halifax and 


16 The study can be found on the Web at www.competitivealternatives.com 


“By attending the training session, 
| gained an in-depth understanding 
of the study, the methodology, and 
how to apply the results in our 
economic development activities,” 
says Ruth Blades, Researcher for 
Greater Halifax Partnership. 
“We have used the report extensive- 
ly, and have found it to be a valuable 
tool in promoting Greater Halifax as 
a destination for foreign investment. 
ACOA's initiatives with regard to the 
Atlantic KPMG brochure and training 
session were greatly appreciated.” 


Moncton, this study was a key investment attraction tool for 
Canada and the Atlantic region. It generated significant profile 
among the U.S. and European investment communities, 
highlighting Atlantic Canada as a profitable place to do 
business. It also assisted federal and provincial officers in 
developing the skills necessary to optimize their impact on 
potential investors, and provided opportunities to strengthen 
strategic relationships with 
Investment Partnerships 
Canada, the Atlantic provinces 
and municipalities. 


EXPANDING THE 
EXPORT BASE 


With fewer than 3% of Atlantic 
SMEs currently engaged in 
export activities, it is vital for 
the growth of incomes and 
employment in the region that 
more companies succeed in 
the international marketplace 
as exporters of goods and 
services. Accordingly, the 
Agency is giving particular 
priority to building the export 
base of businesses in the region 
through a variety of specific 
measures to build export experience and success. 
Following are profiles of five initiatives on exporting 
involving ACOA and trade partners. 


Business Networks for Trade Expansion - 
Newfoundland and Labrador 

The Newfoundland and Labrador Business Networks initiative 
fostered the establishment of business networks to pool 
their resources in order to seize commercial opportunities 
beyond the marketing, production or distribution capabilities 
of individual firms. This initiative has enabled SMEs to 
pursue specific market opportunities in national and 
international markets, facilitate the development and 
commercialization of new technologies, as well as improve 
the management, marketing and production capabilities 
of SMEs. 


An eligible network was required to have at least three 
participants with the necessary management competence, 
commitment, technical capability and financial resources 
to carry out trade development. Fourteen networks, ranging 


from value-added lumber to rope cultured blue mussels to 
information technology, received support from ACOA. 


One such network is the Atlantic Canada International 
Group Inc. This network comprises the following firms: 
Baird Planning Associates; Design Management Group; 
Enterprise Advancement and Education Services; Lewis 
Engineering; and Aliant Telecom. The network is an 
export-oriented entity having a geographical focus on 
Central America, specifically Honduras, as a market for 
the combined services. Members of the network have 
invested time and money with market intelligence trips to 
Honduras and Washington, 
D.C., and the Canadian 
International Development 
Agency (CIDA) is exploring 
potential international busi- 
ness opportunities. The net- 
work was awarded a 
$400,000 contract from CIDA 
to undertake a study into the 
feasibility of a facility to 
convert waste materials from woodlots and farms into 
electric power. 


Going Global Seminar - Sydney, Cape Breton 

The Sydney and Area Chamber of Commerce is a not-for- 
profit organization concerned with the economic, social 
and educational welfare of its citizens. The Board has 
approximately 425 members and is governed by a council 
and an executive committee. 


To partnership with ACOA, the Chamber sponsored a 
three-day seminar called “Going Global.” The seminar 
focussed on trade awareness and skills development, 
international marketing and trade financing as well as 
trade logistics. “Going Global” was designed to provide 
businesses and individuals with the necessary skills to 
compete successfully in the international marketplace. 


A total of six sessions were held and benefited 50 participants. 


Focus on Marketing - 

Valley Machine Works Ltd., New Brunswick 

Valley Machine Works, located in Nackawic, New 
Brunswick, is a medium-sized manufacturing firm that 
specializes in complex machinery for sawmills and other 
wood processing facilities. Through support under ACOA’s 


“In today’s global marketplace, having 
the proper skills to sell internationally 
is not only an asset, it is a must.” 


John Nash, President of the Sydney 
and Area Chamber of Commerce 


Business Development Program and Atlantic Trade and 
Investment Partnership, Valley Machine Works has upgrad- 
ed its marketing efforts with a focus on export markets. 


The company has added a marketing manager to imple- 
ment the marketing plan and developed promotional and 
marketing tools for trade shows and business development 
activities, targeting the U.S. eastern seaboard. Valley 
Machine Works has also formed a partnership with USNR, 
a U.S.-based manufacturer of machinery and control sys- 
tems for the wood processing industry. This alliance allows 
Valley Machine Works to service equipment on behalf of 
USNR. 


Identifying New Export 
Market Opportunities - 
Trade Team PEI 
Trade Team PEI is a 
partnership of federal and 
provincial departments in 
Prince Edward Island 
responsible for export 
trade development. ACOA leads the initiative on the federal 
side. As part of the team effort to identify new export 
market opportunities, Trade Team PEI, in co-operation 
with the Canadian Consulate in Atlanta, organized a trade 
seminar in October 2000 on Export Opportunities in the 
southeastern United States. 


In working with the Consulate, the sectors of agri-food and 
seafood, building products, consumer/giftware products, 
and information technology were identified as having the 
greatest potential for Prince Edward Island companies. 
The seminar involved trade officers from the Consulate 
and buyers from the Atlanta area who were available for 
one-on-one appointments with Prince Edward 

Island companies. 


Over 70 business and government representatives attended 
the event. Participants rated the event as being excellent, well 
organized and cost effective. A subsequent Atlantic Canada 
trade mission to Atlanta was held in May 2001, reinforcing 
the Atlantic presence in this expanding export market. 


Diversifying through Trade - Nova Scotia 
Boatbuilders Association 
ACOA is partnering with the 
Province of Nova Scotia and 
the Nova Scotia Boatbuilders 
Association (NSBA) to devel- 
op and implement a Five- 
Year Strategic Plan to revi- 
talize the industry. The 
objective is to increase 


The Association now represents two-thirds of the industry, 
with 56 member companies — 26 boatbuilders and 
30 support companies and 
1,500 skilled trades people 


y saa ; now working in boat shops 
If we pay attention to quality, aad aon es 


standards and the industry's busi- Aannabealeteree 
ness support requirements, Nova $75 million, including $20 
Scotia boatbuilders can service that million in export sales to the 
market for years to come.” U.S. More than 50 individual 


diversification in the indus- 
try from the construction of 
commercial fishing vessels 

to custom pleasure craft for 


export markets. The plan involves a variety of initiatives 
including education skills training, marketing and promo- 
tion, quality assured production, communication and co- 
operation, R&D/engineering and market research. 


Tim Edwards, Executive Director, 
Nova Scotia Boatbuilders Association 


projects have been 
implemented by the NSBA, 
including educational 
workshops, attendance at 


international trade shows, development of promotional 
videos, development of occupational standards and 
handbooks, and a professional promotional campaign 
focussed on the U.S. marketplace. 
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CHAPTER 


ACCESS TO CAPITAL AND INFORMATION 


OVERVIEW 


Access to capital 

Due to the size of the Atlantic economy, its relative isola- 
tion from major markets and its greater reliance on sea- 
sonally available resources, the business sector in Atlantic 
Canada has long faced a challenge in accessing capital. 
Breaking down these barriers, in association with public 
and private sector partners, is one of ACOA’s 

strategic priorities. 


According to the Conference Board of Canada, “the SME 
debt market appears to be less developed in Atlantic 
Canada than in Canada as a whole. Indeed, there may be 
fewer suppliers, less breadth, fewer providers and few 
choices. This is an important finding, which may suggest 
an additional role for government agencies whose mandate 
is to fill this regional financial gap.” 


(SORRELL SAIS AEE SOE RR TAT IE ST 
The challenges associated with access 
to capital are even more acute in 
rural areas. 


gS YA ES STE IEE ET EE 


The Agency’s Business Development Program (BDP) 
enables SME investment projects to proceed because unse- 
cured loans made available for eligible projects act much 
like equity, making the projects “bankable” and leveraging 
funding from other sources (e.g. lenders, financiers and 
venture capitalists)”. 


The challenges associated with access to capital are even 
more acute in rural areas. Given that 46% of Atlantic 
Canadians live in rural areas, compared with 20% of all 
Canadians, the BDP has responded to their special needs. 
For instance, almost 65% of BDP assistance has been 
made outside metropolitan areas during a period when 
the top five chartered banks closed 16% of their branch 
network in the region, with 45% of these closures taking 
place in rural Atlantic Canada. Furthermore, research 
shows that the chartered banks’ use of the Canada Small 
Business Financing (CSBF) in the Atlantic region has 
declined by 25% over the 1998-2002 period”. The BDP’s 
Business Support element has also played an important 


SME Business Debt Financing in Atlantic Canada, 1999. 
Evaluation of ACOA's Business Development Program, ACOA, February 2003. 
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role by enabling the CBDCs to make business financing 
more accessible to rural communities”. 


With respect to higher-risk growth sectors, such as 
tourism and aquaculture (where growth in Atlantic Canada 
has outpaced the rest of Canada), the BDP responds by 
cultivating strong industry partnerships and providing 
“patient capital” to address the special financing needs 
associated with the debt servicing and collateral security 
constraints faced by SMEs in these sectors”. 


The BDP has also addressed the access to capital gap for 
knowledge-based firms that also require patient capital to 
overcome the longer lead times for development as well as 
the need for financing soft costs where collateral security 
is lacking. The BDP has an important role in growing 
these firms to a size and capability that will attract the 
interest of the emerging venture capital market in 

Atlantic Canada”. 


Access to Information 

The Canada Business Service Centres (CBSCs) are the 
direct vehicle for providing access to information for 
SMEs. There is a CBSC office in each of the four Atlantic 
provinces and each office is a full-service business 
information resource accessible free-of-charge. Their 
knowledgeable, bilingual staff will answer business 
questions and provide options to help make informed 
decisions. A recent evaluation concluded that satisfaction 
rates for the CBSCs are very high, as 85% of CBSC clients 
were either satisfied or very satisfied with the services 
provided’. In addition, as part of Government On-Line 
(GOL), the Government of Canada’s plan to deliver 
information, programs and services over the Internet, 
ACOA is committed to using information and communications 
technologies to provide on-line access to its information 
and services. More information on ACOA programs and 
services can be found on the ACOA Web site at: 
http://www.acoa-apeca.gc.ca/e/financial/index.shtml. 


In addition, ACOA implemented the Aboriginal Business 
Service Network (ABSN). The Agency and 42 Aboriginal 
communities and organizations participate with the CBSCs 
in the development and implementation of this initiative. 
The ABSN Working Committee comprises ACOA, the four 
Atlantic CBSC Managers, and Aboriginal representatives 


The Changing Banking Environment in Atlantic Canada and Effects on the Atlantic Market and the Economy in General, CFO Sustainability Group, August 2002 


Evaluation of the Atlantic Canada Business Service Centres, Goss Gilroy Inc., October 2002. 
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from all four Atlantic provinces. Currently, 41 
communities/organizations (16 in New Brunswick, 15 in 
Nova Scotia, 3 in Prince Edward Island, and 7 in 
Newfoundland and Labrador) have received the computer 
hardware, software and training to improve their capacity 
to access CBSC/ABSN databases. One additional community 
in Newfoundland and Labrador (Hopedale or Davis Inlet) 
will join the network when efforts to select a host and 
resolve connectivity issues 
are successful. ACOA and 
the CBSCs are continuing 


services, it is estimated that the BDP provided about 15% 
of total business financing in the region. 


In addition to the BDP, ACOA has been involved in 
partnerships specifically designed to enhance access to 
capital for Atlantic SMEs. 


Venture Capital - ACF Equity Atlantic Inc 
ACF Equity Atlantic Inc. (ACF) 
is a venture capital partnership 


between three groups: ACOA; 
the four Atlantic provincial 
governments; and private sec- 
tor lenders, namely, the Bank 
of Montreal, Bank of Nova 
Scotia, Toronto-Dominion 
Bank, Royal Bank, Canadian 


“ACOA's participation in the formation 
and funding of ACF was critical 
to the Fund attaining necessary 
critical mass ($30 million) to be 
viable. Without its support, the Fund 
simply would not have happened.” 


their collaboration with 
the Atlantic ABSN Working 
Committee and 
concentrating efforts on 
the development of 
Aboriginal-specific 


information products, 
completion of their 
regional presence on the 
Web, and providing 
additional training in order to more fully address the 
Aboriginal business information needs. 


Peter Forton, CEO, ACF Equity Atlantic Inc. 


ENHANCING ACCESS TO CAPITAL 
FOR ATLANTIC SMEs 


According to a 1999 analysis by the Conference Board of 
Canada, the BDP represents about 5% of total business 
financing in the region”. In the business sectors eligible 
for the BDP, primarily manufacturing, tourism and business 


Imperial Bank of Commerce, 
National Bank of Canada, 
Hong Kong Bank of Canada 
and la Fédération des 
Caisses Populaires Acadiennes Ltée. Each group partici- 
pated in the capitalization of the fund with a $10-million 
contribution. The $30-million fund operates at arm’s length 
from government and investment decisions are based on 
business case analysis by independent staff at ACF. 


ACE with its focus on innovative, high-knowledge companies, 
has been a significant factor in the five years since its 
inception in 1997, helping put the Atlantic region on the 
Canadian map in terms of venture capital activity. 


24 Sources of SME Business Debt Financing in Atlantic Canada by Theresa Shutt and Pierre Vanasse, The Conference Board of Canada, March 1999. 
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This activity over the five-year period from 1998 to 2002 
saw $270 million of venture capital activities in Atlantic 
Canada, more than three times the investments over the 
preceding five-year period. As a known and respected 
investor in the Canadian venture capital marketplace, ACF 
has leveraged its capital more than five times, investing in 
venture capital transactions of over $100 million to date. 


These financial services are targeted to entrepreneurs who 
have difficulty securing capital through traditional sources of 
funding. They do not compete with financial institutions. All 
loans are repayable and the maximum amount that can be 
invested in a business is $125,000. Investment decisions 
are made by an independent local board of directors sensi- 
tive to the needs of the community. 


Business Financing in 
Rural Areas - 

the Atlantic Association 
of Community Business 
Development 
Corporations 

In order to improve access 
to capital in rural areas and 
as part of ACOA’s commit- 
ment to long-term, commu- 
nity-based economic 
development, the Agency 
has supported the creation of the Atlantic Canada 
Community Business Investment Fund to provide an 
ongoing source of investment capital for small and medium- 
sized enterprises in rural areas. The partnership is 
between ACOA and the Atlantic Association of Community 
Business Development Corporations (CBDCs), which 
represents the region’s network of 41 CBDCs located 
mainly in rural communities throughout Atlantic Canada. 
Funding of $14.1 million over four years has been provided 
to meet loan requirements of SMEs in rural areas. 


The CBDCs are autonomous, not-for-profit corporations, 
serving all of rural Atlantic Canada supported by ACOA. 
They assist in the creation of small businesses and in the 
expansion, modernization 
and stabilization of existing 
businesses. They offer both 
technical and financial 
services for entrepreneurs 
in their respective regions. 


Technical assistance usually 
takes the form of information, 
counselling and advice on 
small business-related mat- 
ters. Financial assistance is 
usually in the form of a 
loan, but may include equity 
or loan guarantees. 


“This is a new Strategic direction for 
the CBDCs. We can now meet the 
demand for loans as required, rather 
than waiting for new appropriations 
on a fiscal-year basis.” 


Basil Ryan, Chief Executive Officer of Atlantic Canada Community 
Business Investment Fund 


ACOA's evaluation data of the 
Community Futures Program showed 
CBDCs have a strong impact on rural 

communities: 
¢ client satisfaction is 94% 
° average of 1.9 jobs were created 
and 3.3 maintained based on an 
average loan of $38,000 


A recent evaluation study” 
concluded that the CBDCs 
are having a strong impact 
in their communities. The 
loans and support provided 
by the CBDCs support the 
creation and maintenance of 
jobs by increasing incomes 
and helping to diversify the 
local economy. The partner- 
ship is working well and 
effectively serves the small 
business development needs of the clients and the com- 
munity. The CBDCs have a number of strengths, including 
community involvement, that would be difficult to replicate 
through any other delivery structure, such as direct deliv- 
ery by a government organization, without major new 
investments. The CBDC alliances/networks with banks, 
credit unions, other regional economic development agen- 
cies, municipalities, educational institutions and others, 
strengthen the outreach of the CBDCs, create a referral 
network and help harmonize planning at the local level. 


ASSISTING THE DEVELOPMENT OF 
ATLANTIC SMEs 


The BDP provides access to 
capital to enable investments 
by SMEs in the region. The 
program was designed to 
increase the number of 
successful start-ups, 
expansions and moderniza- 
tions. According to the 
recent evaluation of the 
program”, firms assisted 
through the BDP have 
experienced growth in 
employment four-times 
ereater than that of 


25 Evaluation of the Community Futures Program (delivered through the Atlantic CBDCs), Goss Gilroy Inc., May 2003. 


26 Evaluation of ACOA’s Business Development Program, February 2003. 
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unassisted firms. The growth in payrolls was more than six 
times that of unassisted firms. After three years, the survival 
rate of BDP-assisted firms is more than double that of 
unassisted firms. Following are specific examples of ACOA’s 
involvement in increasing access to capital enabling 
investments by Atlantic SMEs. 


“With improvements made in 
technology on a daily basis, the 
Centre needs to be able to change 
with the time. This expansion project 
gives us the opportunity to improve 
our equipment, train more students, 
provide better service to the industry 
and ultimately strengthen our 
Centres capabilities.” 


Mr. Brian McMahon, CAD Systems Analyst, 
University College of Cape Breton’s CAD/CAM Centre 


Labrador West Quartzite Limited 

Labrador West Quartzite Limited was established to operate 
a quarry and processing facility to produce high quality 
quartzite for sale to the silicon metal industry. This facility 
is expected to produce 75,000 tons of material per year, 
with the capacity to produce 350,000 tons per year. 


Implementation of this project has resulted in the 
establishment of 10 new jobs in the Labrador West area. 
In addition, the project will generate export sales of $10 
million over the next three-year period and will develop 
the quartzite industry in the area. 


The total cost of the project was estimated to be 
$2,690,000. The company contributed $580,000 together 
with funding of a repayable contribution of $490,000 from 
the Agency and $1,620,000 from a commercial financial 
institution. The company is located in an isolated community, 
where the participation of the Agency was needed to lever 
the participation of traditional funding institutions. 


University College of Cape Breton - 

Expansion of the CAD/CAM” Centre 

Keeping up with the constant changes in technology has 
become a way of life for the staff at the University College 


27 CAD - Computer-Assisted Design; CAM - Computer-Assisted Manufacturing 


of Cape Breton’s (UCCB) CAD/CAM Centre. Established in 
1987, the Centre provides support for eastern Nova Scotia 
enterprises in areas such as CAD programming and opera- 
tion training, robotics and CAD communications. 


The recent expansion of the Centre has increased the 
UCCB’s capacity to stay in tune with industry needs. The 
upgrades to and expansion of the Centre will provide a 
timely response to industry requests for greater services 
such as laser alignment of machines, rapid prototype 
development of products and access to a high-speed verti- 
cal milling machine. This will enable the Centre to increase 
the number of students trained and develop additional 
projects in collaboration with industry requirements. 


Located near Sydney, UCCB offers a unique combination of 
degree, diploma and certificate programs. Since becoming 
the first university college in Canada, UCCB has become a 
hub for R&D. The CAD/CAM Centre is part of a group of 
centres at the university that seek to facilitate the transfer of 
innovation and knowledge to the community for the 
purpose of economic diversification and commercialization. 


Nova Agri Associates Limited, Nova Scotia 

Nova Agri Associates Limited, incorporated in 1985, is owned 
100% by Dykeview Farms Limited. The company has approxi- 
mately 2,000 acres of crops in Nova Scotia’s Annapolis Valley, 
with processing facilities in Canning and Centreville. 
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The core business is storing, grading, packing, processing 
and marketing fruit and vegetables. The company’s 

principal products are potatoes, onions and high bush blue- 
berries. High bush blueberries are sold fresh and for further 
processing, 90% of which are sold to export markets in the 
United States, the United Kingdom and Iceland. 


The company, working with Agriculture and Agri-Food 
Canada and the National Research Council’s Industrial 
Research Assistance Program, developed methodologies 
and technologies needed to extend the shelf life of cultivated 
blueberries by as much as 10 weeks. These new storage 
techniques involved the design of atmospheric conditions 
appropriate for the berries and the development of the type 
of containers needed to hold and ship the products. In 
2002, the design group was awarded a Technology Partners 
in Technology Transfer Award. 


This is a capital-intensive business, which requires that the 
business keep pace with new technologies. The company 
was able to construct this new storage facility with the help 
of a $475,000 loan from ACOA. 


Groupe Savoie Inc., New Brunswick 

With basic hardwood milling equipment and 25 employees, 
Jean-Claude Savoie started his small sawmill operations in 
St. Quentin in 1980. 


‘Twenty-three years later, the company — now 450 employees 
strong — boasts two hardwood sawmill facilities, a pallet 
plant and a dimension plant, that produces value-added 
wood components for furniture, kitchen cabinets, giftware 
and flooring manufacturers. Currently exporting more than 
50% of its products to Europe and the United States, Groupe 
Savoie Inc. has turned its attention toward developing 
opportunities in Asia and deeper market penetration into 
European countries such as Germany, Belgium and Norway. 


In recent years, ACOA assistance has helped the company to 
add necessary storage, expand its hardwood mill operations 
and modernize equipment. Most recently, the Agency 
provided funding to help Groupe Savoie engage the testing 
services of the University of New Brunswick’s Wood Science 
and Technology Centre to determine the capability of new 
equipment on the market to improve efficiencies in 

pallet production. 


"We were just a sawmill before, 
and then we looked at adding value 
to what we do. It's everything to our 
business today. ACOA has helped us 

get where we are today." 


Jean-Claude Savoie 
CEO, Groupe Savoie Inc, NB 
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ATLANTIC ECONOMIC GROWTH AND ACOA'S IMPACT 


ECONOMIC GROWTH 


Real Gross Domestic Product (GDP) increased at an aver- 
age annual rate of 3.8% over the 1998 to 2002 period, 
just ahead of the national pace of 3.7%. In total, GDP 
increased by $9.2 billion over the period, growing from 
$45.6 billion in 1997 to $54.8 billion in 2002. 


The Atlantic economy grew by an 
average rate of 3.8% per year over the 
1998-2002 period, just ahead of the 
national pace of 3.7%. 


The mineral fuel industry led the way, accounting for 18% 
of the gain, followed by commercial services (13% of total 
erowth) and manufacturing (8%). 


Figure 16 


Percentage Change in Key Economic 
Indicators - 2002 vs 1997 


Economic growth in the region was also supported by 
strong output increases in the fishing, transportation, 
communication and tourism sectors. 


Evidence of the contribution of Agency programming to 
regional income growth comes from Statistics Canada data 
on the growth of payrolls in ACOA-assisted versus that of 
unassisted firms. The increase in payroll (a close measure 
of earned income) in ACOA-assisted firms, was nearly 
twice that of unassisted firms from 1989-2000. 


Figure 17 


Increase in Payrolls 1989-2000 
All Industries* 
(Percent Change) 
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Earned income per capita in the region increased from 
78.2% of the national average in 1998 to 79.0% in 2001. 
Earned income per capita is now almost five percentage 
points higher than the 1989 level of 74.3%. 
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Economic activity over this period was substantially 
influenced by several major investment projects related to 
highways, new manufacturing capacity, and the development 
of offshore oil and gas production. These large projects 
generated spin-off effects throughout the Atlantic economy, 
especially in the construction and business services sectors. 


Figure 18 
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Source: Statistics Canada 


There were 112,000 more people employed in the region 
in 2002 than in 1997, with over 95% of these individuals 
occupying full-time positions. The region’s participation 
rate increased from 58.5% in 1997 to 62.4% in 2002, 

a record high. 


Rising confidence within the Atlantic 
economy pushed the labour force par- 
ticipation rate to record levels over the 
period — from 58.5% in 1997 to 62.4% 
in 2002. Even with sharply higher par- 

ticipation rates, over two percentage 
points were shaved off the unemploy- 

ment rate, which declined from 13.9% in 
1997 to 11.6% in 2002. 


Similarly, the region’s employment rate increased from 
50.4% in 1997 to 55.1% in 2002. This gain of 4.7 per- 
centage points was considerably higher than the national 
gain of 2.8, thereby reducing the gap between the region 
and Canada as a whole. 


1997 


1998 1999 2000 2001 


The number of unemployed in Atlantic Canada fell from 
152,000 in 1997 to 139,000 in 2002, a decline of 13,000. 
The unemployment rate dropped from 13.9% in 1997 to 
11.6% in 2002, one of its lowest levels since the early 
1980s. Over the same period, the unemployment rate for 
Canada declined from 9.1% in 1997 to 7.7% in 2002. 
The Atlantic region’s economy is becoming much more 
diversified. In each of the provinces within Atlantic 
Canada, new export-oriented industries have emerged, 
generating additional employment and new wealth within 
the region. 


The Atlantic region’s economy is becoming much more 
diversified. In each of the provinces within Atlantic 
Canada, new export-oriented industries have emerged, 
generating additional employment and new wealth within 
the region. 


The manufacturing sector has been a strong performer 
over the past five years. Real manufacturing GDP has 
increased from $4.98 billion in 1997 to $5.95 billion in 
2002, while employment has increased by nearly 15,000. 
Just over one-third of these jobs are attributable to firms 
receiving ACOA support (see Figure 19). Several industries 
within the manufacturing sector have contributed to the 
improved performance. 


Figure 19 


Manufacturing Employment Growth 
2002 versus 1997 
(thousands) 
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Source: ACOA’s Benefits Monitoring Module of CRIMS 
and Statistics Canada. Gains by ACOA clients are actual 
incremental job gains. 


In Newfoundland and Labrador, the oil industry has 
become a catalyst for growth within the professional, 
scientific and engineering industries, as well as the boat- 
building and metal fabrication industries. The fact that 
80% of topsides construction associated with the 
province's third offshore oil development (White Rose) is 
being carried out in Newfoundland and Labrador is 
testimony to the increasing engineering and industrial 
fabrication capabilities within the regional economy. 


The aerospace industry has grown to become a major 
contributor to the Prince Edward Island economy. Atlantic 
exports of aerospace products and parts totalled 

$118 million in 2002, more than double the value 
reported in 1997. 


In the region’s wood products industries, growth rates 
have been even more impressive. For example, the veneer, 
plywood and engineered wood products manufacturing 
industry has experienced nearly 140% growth in exports — 
from $103 million in 1997 to $244 million in 2002. 


Other top performing industries within the region’s manu- 
facturing sector include the navigational, measurement, 
medical and control instruments (exports up by 220% to 
$80 million over past five years) and the ornamental and 
architectural metal products industry (exports up by 380% 
to $87.1 million). 


Another area is the food products industry. Frozen food 
exports increased 48% to $435 million over the period, led 
by increased processed potatoes from Prince Edward Island. 


The fabricated structural products manufacturing industry 
also experienced substantial growth over the period, post- 
ing a 200% increase in exports between 1997 and 2002. 
The manufacturing sector benefited from the addition of 
new capacity in the paper and rubber industries in Nova 
Scotia over this period. 


Another strong performer in the Atlantic economy over the 
past five years has been the tourism industry. On the 
strength of a 35% increase in the number of visitors over 
the period, total non-resident expenditures grew 37% 
from $2.30 billion in 1997 to $3.16 billion in 2002. 
Within the accommodations component of this industry, 
employment has increased by 2,500 over the 1997 to 
2002 period. 


The region’s aquaculture industry has expanded consider- 
ably over this period. Exports totalled $187 million in 
2002, up 46% from 1997. Prince Edward Island and New 
Brunswick, in particular, have experienced strong growth 
in mussel and salmon aquaculture production. In 
Newfoundland and Labrador, where there has been 
considerable effort expended on R&D and extension 
services over the past five years, the industry is poised to 
contribute significantly to future growth of the overall 
Atlantic aquaculture industry. 


Overall, the Atlantic economy has performed quite well 
during the past five years. Considering that Canada itself 
has performed better than most industrial countries, this 
period has been a very good one for the region. There is 
diversification occurring in each of the Atlantic provinces, 
while new opportunities continue to develop in the natural 
resource industries and more firms are moving into 
export markets to expand their businesses. 


ACOA’s IMPACT 


ACOA’s direct support to business under the Business 
Development Program, COOPERATION agreements, 
Community Futures Program (CF) and Seed Capital 
ConneXion Program for Young Entrepreneurs results in 
the direct creation of jobs that can be expressed as a total 
impact on the Atlantic economy. To do this, the jobs are 
translated into a measure of value-added economic impact 
sector by sector. Value-added impact by sector is entered 
in the Conference Board of Canada model to estimate the 
impact on regional earned income as measured by GDP. In 
this manner, other macro-economic effects, in particular 
the impact on taxes and total employment, can also be 
estimated. 


It is important to note several features of these estimates: 


1. Only jobs actually created are used to calculate benefits. 
Actual jobs created at the company level are tracked 
through the Agency’s Benefits Monitoring module of 
the Client Relationship Information Management 
System (CRIMS) and by independent surveys of clients. 
For the BDP, the estimates incorporate the fact that 
clients have achieved about 65% of expected gains”. 
This estimate is conservative as many projects have not 
reached completion and can be expected to record 
further gains as they achieve full implementation of 
their business plans. 


2. Jobs maintained, although they do produce real eco- 
nomic benefits, are not included because of difficulties 
in providing a reliable measure of economic impact. 


3. The job and economic impacts are those that result 
only from successful projects. However, the ACOA 
expenditures include investment in all projects, 
including failed ones. 


4, Only the benefits of incremental projects as calculated 
on the basis of Statistics Canada data on the growth of 
ACOA-supported firms versus all firms and independ- 
ent client survey results, are included. For example, 
for jobs created through BDP assistance, an estimate 
of 0.84 is used as an incrementality factor, meaning 
that only 84 of 100 jobs created in a firm are included 
in ACOA’s final count. 


28 Evaluation of ACOA’s Business Development Program, ACOA, February 2003. 
2? Survey pf CBDC clients, ACOA, 1997. 


Benefits include direct employment gains by ACOA- 
assisted businesses, plus indirect and induced employ- 
ment as estimated by the Conference Board’s model. 
The indirect impact is generated by ACOA’s assisted 
businesses purchasing goods and services from their 
suppliers. Induced impacts occur as incomes associat- 
ed with direct and indirect employment gains are 
spent and re-spent throughout the economy. This 
direct and indirect impact, commonly known as the 
“multiplier,” is calculated to be approximately one, 
meaning that one job is created through these indirect 
and induced effects for every job created directly by 
ACOA expenditures. 


“Double-counting” of employment gains, between 
ACOA programs and between ACOA and other federal 
departments and provincial governments, has been 
accounted for. Surveys have revealed that in 15% of 
cases, CF projects also receive BDP funding”, there- 
fore, the CF employment gains have been reduced by 
15%. On projects where ACOA funding is combined 
with other public funds, the share of total jobs created 
credited to ACOA is equal to ACOA’s share of public 
monies invested in the project. 
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Impact on Gross Domestic Product 

The impact on GDP is shown in Figure 20. It is estimated 
that in constant 1997 dollars, GDP was almost $1 billion 
higher annually by 2002 than it would have been in the 
absence of ACOA’s expenditures in direct support of busi- 
ness. Over the five-year period, direct Agency support to 
business has produced total accumulated annual 
increases of well over $5 in GDP gains for every dollar 

of ACOA expenditure. 


Figure 20 


Impact of ACOA Direct Support 
to Business on Gross Domestic 
Product (GDP) 

Total Increase in GDP 

($ millions stated in 1997 dollars ) 


Impact on Employment 

Total employment in the Atlantic region (Figure 21) is 
over 20,000 higher in 2002 than it would have been with- 
out the total net employment gains (direct plus indirect 
and induced) resulting from the Agency’s direct support to 
small business. 


Figure 21 


Impact on Employment 
ACOA Direct Support to Business 
(Thousands of jobs created) 
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Source: ACOA - See Section 4 for additional details 


1998 1999 2000 2001 2002 


Source: ACOA - See section 4 for methodology 


Returns to the Taxpayer 

Figure 22 includes personal income taxes on wages 
earned by employees and sales taxes on purchases made 
by companies and their employees. Note that these tax 
revenues do not include corporate income taxes which, 
for technical reasons, cannot be calculated by the 
Conference Board model. In the interest of producing 
conservative estimates, possible savings to the government 
in employment insurance payments due to the additional 
employment created by assisted firms have not 

been included. 


Over the five years from 1998 to 2002, expenditures 
of about $500 million have produced tax revenues of 
over $600 million. 


Net impact calculations do not assume any repayment of 
ACOA contributions to businesses, which, if included, 
would lead to significantly greater impacts. 


Figure 22 


Tax Revenues Resulting from 
ACOA Expenditures* 
($ millions) 


1996-1999 2000,» 200) 2002 


—— Expenditures 
-——~ Tax Revenues 


Source: ACOA’s Corporate System and CBDC Database 


* Expenditures are the sum of spending under 
the BDP and COOPERATION programs (in direct 
support of firms to create jobs), the Community 
Futures Program and the Seed Capital ConneXion 
Program for Young Entrepreneurs. 


CHAPTER 


LOOKING AHEAD 


ACOA did not achieve a position of leadership in Atlantic 
Canada’s economic development by standing still. The 
Agency has reached this point by being flexible and 
adaptable, by recognizing the changing environment in 
which it operates, by constantly challenging its staff to do 
better, and by never resting on its laurels. 


One thing that has not changed is ACOA’s mandate, which 
is to increase economic opportunity in Atlantic Canada. 
This is specified in the ACOA Act and remains the 
foundation of ACOA’s work. Pursuit of this mandate 
necessitates a clear set of strategic priorities, which are 
periodically revisited and renewed, and which direct the 
Agency's day-to-day operations. This report is centred on 
these priorities. New programs are constructed around 
them, and Agency staff must never lose sight of them. 


One thing that has not changed is 
ACOA's mandate, which is to increase 
economic opportunity in 
Atlantic Canada. 


Although this report looks back and gives an account of 
ACOA’s performance over the past five years, it also offers 
an opportunity to look forward. This is more than just 
looking into a crystal ball. It is firmly founded on what has 
happened in the recent past, the programs and initiatives 
that ACOA already delivers, the current federal priorities, 
and a host of trends that are already in motion and over 
which ACOA exercises some control. We cannot turn back 
time or change the fact that Atlantic Canada’s people are, 
on average, getting older, but we can do more to attract 
new people to settle in the region, bringing their families 
and their skills with them. We can encourage innovative 
practices in small and meduim-sized enterprises (SMEs), 
nudging entrepreneurs and managers in new directions. 
We can, in a similar vein, support communities as they 
explore ways to promote their economies and help retain 
their young people by providing them with job options. 


Any look forward can usefully employ the same headings 
as the strategic priority section of this report. 


Policy, advocacy, and co-ordination will continue to 
evolve at the core of everything that ACOA does. Policy 
work must remain focussed, even within shifting priorities. 
Priorities have to be set and reviewed frequently, and 
implementation of policy decisions will be a joint effort 
throughout ACOA and with its partners. Advocacy will con- 


tinue its emphasis on defending Atlantic Canada’s interests in 
national debates and maximizing regional industrial 
benefits from major federal procurement contracts. 


Co-ordination is multi-layered, and encompasses the 
concepts of both horizontality and ACOA’s role as a regional 
hub. The objective of co-ordination is to promote a 
pan-Atlantic approach to issues where a commonality of 
interest can be identified. This necessarily involves work- 
ing with partners, including provincial governments, other 
federal departments, municipalities, non-governmental 
organizations and the private sector. These partners must 
be constantly engaged, requiring a sharp focus on issues 
and addressing them in a co-ordinated fashion. New issues 
are constantly emerging, but one that will occupy ACOA’s 
efforts for some time to come is how Atlantic Canada can 
attract and retain more immigrants. Another is how to 
maintain constructive relations with provincial governments 
now that economic development agreements have been 
replaced by new development delivery mechanisms. 


ACOA will continue to support federal objectives. Delivery 
of federal programs has become a central part of ACOA’s 
business, and this role will probably expand. Horizontal 
initiatives, such as the rural agenda and climate change, 
will continue to demand a regional component, and ACOA 
will contribute that component for Atlantic Canada. A variety 
of agreements with other federal departments in the 
region will co-ordinate economic development efforts. 


Entrepreneurship and business skills development 
will remain key to ACOA’s efforts at economic development. 
A central tenet in ACOA’s establishment in 1987 was to tap 
into the entrepreneurial pool that exists in the region, and 
provide individuals with the necessary tools to begin to 
realize their dreams. Developing these skills is critical to 
economic growth, and ACOA needs to develop and sustain 
its partnerships with universities and colleges to foster this 
erowth. Managing innovation in enterprises needs special 
attention, as does Aboriginal development. Two components 
of the Entrepreneurial and Business Skills Development 
Partnership of the AIP will emphasize management skills 
development for women and young people. 


Innovation is firmly planted at the forefront of the 
economic development agenda, not only in Atlantic Canada 
but also in Canada as a whole. AIF, in its two rounds of 
proposals, was greatly oversubscribed, demonstrating a 
keen desire among the region’s universities, research 
institutes and businesses to undertake groundbreaking 


research. However, it is already time to think of a successor 
to AIF that must continue to emphasize building Atlantic 
Canada’s R&D and innovation system and capacity, 
enhancing its population of qualified personnel, and 
improving their ability to take new products and processes 
to markets. 


Community economic development represents a 
particularly interesting mix of challenges. ACOA 
programming has traditionally leaned more toward rural 
communities and small towns that are home to so many of 
Atlantic Canada’s people and where development needs 
were more urgent. Cities have recently come to the forefront 
of policy debate in Canada as they exercise an influence on 
economic growth out of proportion to their share of 
population and are usually the centres of growth of the new 
economy. They also serve as centres of learning, health 
care, R&D, culture and entertainment and provide many of 
the business and personal services that Atlantic Canadians 
have come to take for granted. ACOA must recognize the 
importance of cities in economic development while not 
neglecting its rural and small town clients. 


Increasingly, economic development overlaps with social 
development in communities. ACOA’s mandate is economic 
development, but often this cannot work well without 
engagement in issues that have a social aspect. In its 2003 
Budget, the Government of Canada signalled a re-emphasis 
on social programs and ACOA will support this where 
economic applicability can be demonstrated. This will take 
on an extra emphasis as we try to attract more immigrants 
to Atlantic Canadian communities to counter the 


aging population. 


Tourism in Atlantic Canada will continue to offer 
opportunities for economic growth. This growth will be 
based on the region’s natural environment, cultural diversity, 
human history and well-developed visitor infrastructure, 
including for business travel and conventions. Like trade 
and investment, further growth in tourism will rely signifi- 
cantly on the United States, but the government private 
sector Atlantic Canada Tourism Partnership will continue to 
push marketing and promotion in diverse international 
markets. Benefits of increased tourism will be felt in many 
sectors, including accommodation, transportation, retail, 
food service, arts and culture, and recreation. 


Trade and investment have become key parts of ACOA’s 
work. Their promotion will continue to be critical to 
economic development in general. The efforts in all cases, 
whether to boost export trade or to encourage new 


investment from outside, will hinge on the region’s 
relationships with the United States, but will also involve 
broadening horizons to take in other parts of the world. 
This will be accomplished via Team Canada Atlantic 
missions to various markets, by participation in Team 
Canada missions, and by boosting Atlantic SMEs’ skills in 
export marketing. 


Access to capital was one of the roles that ACOA was 
explicitly set up to address in 1987, and it remains critical 
to the Agency’s work. Offering repayable loans to businesses 
via the BDP will be supplemented by providing access to 
capital in different ways, such as venture capital funds and 
locally-based lending delivered by CBDCs. As commercial 
financial services continue to be withdrawn from many 
smaller and more remote communities, someone has to 
fill this gap; ACOA is well placed to help. Access to capital 
must always have regard for the widely different kinds of 
businesses it seeks to accommodate, from new technology 
start-ups to established companies in traditional sectors, 
all of which have different needs and demands. 


These are the pillars of ACOA’s structure that underpin its 
work. This work is to promote economic development in 
Atlantic Canada. It stresses entrepreneurial development 
and business skills, offering Atlantic Canadians the chance 
to expand a range of opportunities for business and 
employment. It encourages innovation, in new products and 
processes, and in their adoption by new and established 
businesses. In this way, the productivity of individual workers 
increases, making Atlantic companies more efficient and 
more competitive in global markets. There is the opportunity 
to increase export sales and to move into new markets. 


None of this happens without direction and good 
management, and different kinds of support. Much of this 
comes from individual entrepreneurs and the management 
teams they put together. At the operational level, ACOA 
employees help in building these teams, offering capital and 
advice, and in opening doors that are otherwise closed. 

At the strategic level, ACOA Advisory Board members, who 
are successful entrepreneurs and business professionals in 
their own right, provide direction and support through 
expert advice to the President and Minister responsible for 
ACOA on a broad spectrum of Agency policy matters and 
strategic directions. Together, these two groups of dedicated 
individuals have helped thousands of Atlantic Canadians 
over the past five years to realize their dreams of owning 
and operating successful businesses and improving not only 
their own lives, but also the communities in which they live, 
both for today and the future. 


TECHNICAL APPENDIX ON METHODOLOGY AND APPROACH 


The following pages contain two sections describing the 
methodology and approach used in estimating the eco- 


nomic impact of ACOA programming on the Atlantic A logic model of the methodology presents in graphic 
region’s economy, as reported in this Five-Year Report to form the Process followed in the calculation of the 
Parliament. The approach used is a refinement of the economic impact and identifies the source of data used 
methodology used by the Agency in its 1993-1998 Five- and instruments of analysis. The model also identifies 
Year Report to Parliament. the Output, identifying measures used at each step of 


the process. 


Part | - Methodology for Estimating Economic Impact 


Project level expenditures, ACOA only and total by province and industrial sector 
Expenditures broken down by construction investment, dea and 
equipment and operating” 


: ace ae su a ce 
Incremental impact of projects on investment expenatres, a Le sand 
S ‘salaries, exports and f new 1 SMES” 


incremental direct value-added by industrial sector, by province 


: Incremental value-added by sector, by province adjusted for project failure rate 


» Total impact including indirect and induced effects on GDP, employment and 
tax revenues 


30 |t is important that expenditures be segregated into construction investment, machinery and equipment purchases and operating expenditures because the 
impact on the Atlantic economy differs by category. In the case of machinery and equipment spending, most of the equipment would be produced outside Atlantic 
Canada, resulting in minimal indirect and induced benefits. Construction investment and operating expenditures would have relatively greater impact, 

as local labour and materials are employed to a greater extent. 

The Auditor General, in his report of November 1995, Chapter 18, defines an incremental project as one that would likely not have proceeded with the same scope, 
at the same time, and in the same location, without government assistance. 


31 


Notes concerning the precision of the estimates 


a) 


b) 


The Conference Board Model 

The Conference Board Model is an econometric model 
of the economies of the Canadian provinces. Each 
provincial model consists of about 20 industry groups. 
The major advantage of the Conference Board Model 


is that each province is modeled explicitly. Other avail- 


able econometric models determine effects using a 
national model, and then calculate provincial activity 
by dividing the national activity into fixed shares for 
each province using historical information. This “allo- 
cation” approach is likely to attenuate the effects of 
programs such as those administered by ACOA, which 
alter the share of Gross Domestic Product (GDP) 
accounted for by the Atlantic provinces in any particu- 
lar industry. The estimates of the effects on the Atlantic 
region are likely to be more accurate using the 
Conference Board Model. 


The Conference Board Model was selected because of 
the importance of accurate regional impact modelling. 
However, the fact that it is not highly disaggregated by 
industrial sector, 20 industry groups as opposed to 
over 100 groups for some competing models, poses 
limitations on precision. For example, there is no 
breakdown below the manufacturing sector, which 
means that the average value-added per employee for 
all manufacturing is used. This average produces a 
reasonable, if not conservative, estimate, because 
available data from Statistics Canada indicate that 
value-added per employee for ACOA clients exceeds 
the average for all Atlantic manufacturing businesses”. 


Incrementality 

When investment is made in a business, there is always 
the possibility that the project would have been car- 
ried out with or without the government's help. If the 
investment would have been carried out anyway, then 
the only effect of the government's involvement is to 
add to the wealth of the entrepreneur. ACOA has con- 
tributed to the measurement of incrementality by the 
use of post-facto survey questions such as: “Would this 
investment have taken place without aid from ACOA?” 
and “If this investment would have taken place 

anyway, would it have been delayed without 
government assistance?” 


32 Statistics Canada Employment Dynamics. 
7 very useful analysis of the issue involved in estimating incrementality is provided in the paper Six Steps to Heaven: Evaluating the Impact of 
Public Support to Small Business in Developed Economies, by David J. Storey, presented at Mikkelli Conference on Growth and Job Creation in 


SMEs, January 7-9, 1998. 


Some entrepreneurs will provide answers they think 
the questioner wants to hear in order to get them out 
the door, or in order not to prejudice their chances of 
receiving further assistance. Other business people are 
fiercely independent and reluctant to admit that gov- 
ernment support has played any role in their success. 
It is reasonable to assume that these two phenomena 
will balance each other. 


To add to the reliability of measurement of what 
would occur in the absence of ACOA support, it is 
most helpful to compare assisted firms with unassisted 
firms. This methodology has the added benefit of elim- 
inating or reducing the impact of external factors 
faced by all firms (e.g. the stage of the business 

cycle). The observed difference in performance can be 
taken as a measure of the incrementality of govern- 
ment assistance”. 


For this Five-Year Report, in order to provide a robust 
evaluation of the impact of the BDP, which represents 
a large proportion of the direct job creation supported 
by the Agency, Statistics Canada has tracked the 
performance of ACOA clients versus unassisted firms. 
The incrementality factor of 0.84 used for the BDP 
represents that portion of the employment growth of 
BDP-assisted firms over the 1998-2003 period that is 
in excess of the growth of unassisted firms. 


Supporting this estimate is the finding of the Auditor 
General in her December 2001 report on ACOA that, 
“there was evidence that most firms needed the BDP 
assistance to proceed™.” 


34 Report of the Auditor General of Canada to the House of Commons: Chapter 6, Atlantic Canada Opportunities Agency - Economic Development. 
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Estimated Versus Actual Created Jobs 

Through its Benefits Monitoring Tracking Module of the 
Client Relationship Information Management System 
(CRIMS), the Agency regularly monitors the BDP actual 
employment at the client or company level. This data is 
compared with the benchmark level of employment at the 
time of receiving support and the level expected as a result 
of the loan from ACOA. Monitoring at the client level is 
distinct from the project level and provides an estimate of 
net employment gain (loss) company wide that is 
comparable with the net gain (loss) recorded by the 
economy in aggregate. 


Data from the benefits monitoring module indicate that 
over the 1998-2001 period, clients achieved 65% of the 
expected employment creation. This factor was used to 
discount estimated jobs created from the BDP to arrive at 
actual jobs. This estimate is closely corroborated by analy- 
sis of Statistics Canada data on BDP client performance 
over the 1994-1998 period, which found that clients 
achieved on a company employment level basis 68% of 
their employment creation estimates”. 


For the Community Futures (CF) Program, actual job cre- 
ation has been estimated at 59% of expectations by means 
of an independent survey of recipient firms”. 


For the BDP, successful clients are identified through 
Agency monitoring and only jobs associated with these 
clients are included in the count. For the CF program and 
the Seed Capital ConneXion Program for Young 
Entrepreneurs (SCCYE), which are administered by third- 
party partners, loan write-offs are used to estimate annual 
failure rates. Expected job creation counts are discounted 
by annual rates of 2-3% for these programs (i.e. by 
10-15% for the five-year period). 


35 Statistics Canada, Employment Dynamics. 


PART Il 
MAIN RESULTS AND ACHIEVEMENTS 


The second table identifies the key Performance 
Indicators used to measure results. These are the corpo- 
rate indicators used across programs and Agency-wide to 
report on overall ACOA performance and achievements. All 
ACOA programs report on one or several of these key indi- 
cators, in addition to their program specific indicators. 


The second column summarizes the main Results and 
Achievements included in the report. 


A third column provides more details on Approaches 


used for each of the results reported. This section includes 
information on assumptions underpinning the economic 
impact estimates, definitions, factors or rates used in the 
calculations, limitations and other comments relevant to 
the measures used. 


36 Goss Gilroy Inc., Evaluation of the CF Program (delivered through the Atlantic CBDCs), May 2003. 
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Part Il - Main Results and Achi 


Performance Indicators 


vements 


Results and Achievements 


Approaches 


An estimate of actual jobs created is 
calculated from a project-by-project 


‘count of job impact for those projects in 


direct support of business. Estimated 


"jobs are adjusted by a factor of 0.65 to 


arrive at actual net employment gains on 


~ acompany basis. These factors are 


derived from the Agency's monitoring of _ 


client performance and corroborated by 
_ tracking of ACOA clients by Statistics 


Canada. For CF programming, the factor 


: 1 is based on an independent survey of 


clients. Actual jobs are adjusted for 


| incrementality, 84% for the BDP and 


53% for CF. The Conference Board 
model produces a multiplier of about 


: one, meaning that each job created 
directly creates one other job ed 
_ spin-off spending. 


: Seasonal and part-time employment is 


converted to full-time (1,600 hours/year) 


: | and long-term (five-year duration) 
equivalents. 


Using job numbers from above, the 
value-added per employee, as determined 
by the model, is entered into the 


. Conference Board econometric model to 
____ estimate overall impact on GDP, total 
employment and taxes. 


| Jobs include only jobs created. Job 
calculation is deliberately conservative: 


e Jobs maintained are excluded 

e Incrementality factor (84%) 

e OAG found that ‘there was evidence 
that most firms needed the BDP 
assistance to proceed” 

« Failure rate (excludes jobs for BDP 
projects which failed during the 
five years) 

° CF and Seed Capital ConneXion jobs © 
are discounted by 2-3% annually to 
reflect estimated failures, based on 
loan write-offs 


© Double counting of jobs has been 


accounted for 


Jart I] e Main Daciulte and Achiavamante (Continued from nrevigus nade) 
Part ti - Main Results and Achievements (Continued rrom previous page) 


— Results and Achievements - Approaches 


_ From 1998 to 2002, ACOA direct The methodology is a refinement of the 


; : | support to business of $350 million -, methodology used in ACOA’s Five-Year 
| e has produced tax revenues of over _ Report to Parliament for 1993-1998. 


$500 million. | 
In reviewing the underlying assumptions 
_ of this earlier methodology, 

hae ie mc PriceWaterhouseCoopers concluded in 

| —~~—~—_ 1998 that “ACOA’s process and assump- 

| es oe | a _ tions are reasonable...we even suggest 
: ee _ that some argumentation could be devel- 
oped that would imply that the process 
a & ee _. and assumptions are conservative.” 


Includes personal income taxes on wages 

earned by employees and sales taxes on 

_ purchases made by the companies and 
their employees. 


Impact does not include corporate taxes or 
estimates of savings to governmenton 
employment insurance or welfare payments. — 


| Increase inWages andSalaries 8389s (asst 1989 to 1999”, the payroll (agood Based on Statistics Canada Employment 
___ measure of earned income) increased Dynamics data, which compare ACOA 

| me by 65% for ACOA clients, compared _ | clients’ performance with that of Canada 
a .. with 35% for all Atlantic firms. and the Atlantic region. Statistics Canada 


y Oe independently gathers and compares 
_ data through a contract with ACOA. 


37 Data limitations: There is a time gap because data are based on corporate tax returns. The most recent data available are from 1999. 


| filing corpo : 


ACRONYMS AND ABBREVIATIONS 


USED 


ABSN: 
ACCED: 


ACOA: 
ACTI: 
ACTP: 
AIF: 
AIP: 
APRI: 
ATIP: 
BDP: 
CBDCs: 
CBSCs: 
CED: 
CEDAs: 
CED-Q: 


CF: 
CFAR: 


CFI: 
CIDA: 
CRIMS: 


CSBF: 
EBSDP: 


ECBC: 
GDP: 
GOL: 
HRDC: 
IBDA: 
IRBs: 
ISDI: 
JEDI: 
MPHEC: 


NBTGI: 
NRC: 
NSBA: 
OECD: 


OLA: 
PAICC: 


R&D: 
REDCs: 
REDOs: 


IN THE REPORT 


Aboriginal Business Service Network 

Atlantic Colleges Committee for Entrepreneurial 
Development 

Atlantic Canada Opportunities Agency 

Atlantic Canada Technology Initiative 

Atlantic Canada Tourism Partnership 

Atlantic Innovation Fund 

Atlantic Investment Partnership 

Atlantic Policy Research Initiative 

Atlantic Trade and Investment Partnership 
Business Development Program 

Community Business Development Corporations 
Canada Business Service Centres 

Community Economic Development 
Community Economic Development Agencies 
Canada Economic Development for 

Quebec Regions 

Community Futures Program 

Canadian Fisheries Adjustment and 
Restructuring Initiative 

Canada Foundation for Innovation 

Canadian International Development Agency 
Client Relationship Information 

Management System 

Canada Small Business Financing 
Entrepreneurship and Business Skills 
Development Partnership 

Enterprise Cape Breton Corporation 

Gross Domestic Product 

Government On-Line 

Human Resources Development Canada 
International Business Development Agreement 
Industrial Regional Benefits 

Innovation Skills Development Initiative 

Joint Economic Development Initiative 
Maritime Provinces Higher Education 
Commission 

New Brunswick Training Group Incorporated 
National Research Council 

Nova Scotia Boatbuilders Association 
Organisation for Economic Cooperation 

and Development 

Official Languages Act 

Pan-Atlantic Investment Co-ordination 
Committee 

Research and Development 

Regional Economic Development Commissions 
Regional Economic Development Organizations 


Seed Capital ConneXion Program for Young 
Entrepreneurs 

Strategic Community Investment Fund 
Small and Medium-sized Enterprises 
Sydney Mines Renewal Association 

Team Canada Atlantic 

Territorial Development Policy Committee 
The Exceptional Assistant 

Technology Partnerships Canada 

University Business Development Centre 
Virtual Media Productions 

Women in Business Initiative 

Young Entrepreneur Development Initiative 
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The Atlantic Canada Opportunities Agency works to create o ortunities for econc 
ee 
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Minister's Message 


For more than two decades, the Atlantic Canada 
Opportunities Agency (ACOA) has been working with 
Atlantic Canadians to help build strong communities and 
a diversified regional economy. Twenty years after Prime 
Minister Brian Mulroney established ACOA, the Agency 
continues to play a key role in the future of the region. 


ACOA’s work to develop a more innovative, productive 
and competitive regional economy is directly linked to 
our government’s goal of a prosperous and united Canada. 
The Agency is committed to encouraging innovation 


and assisting the strategic growth of industries such as 
aquaculture, the life sciences, and aerospace and defence. 
It will continue its work to expand export trade in emerging markets and 
to advance the development of the Atlantic Gateway. 


As a major regional economic development agency, ACOA remains 
connected and forward-looking in shaping policies and delivering 
programs that address the region’s evolving economic challenges; 
that capture new development opportunities; and that support Atlantic 
Canada’s drive to reach its full potential. 


Therefore, it is with pleasure that I table the Atlantic Canada MN 3 aS 
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Minister of National Defence and Minister for the Atlantic Gateway 


Five-Year Report to Parliament 2003 - 2008 


Executive Summary 


In 2007, ACOA commemorated 20 years of service to Atlantic Canadians. 
Over these two decades, Atlantic Canada has undergone a transformation. 
The region has built a new entrepreneurial culture that is increasingly 
innovative and outward looking, and the Agency has played a crucial 
role in this transformation. By adapting rapidly to the changing social 
and economic forces facing the region, ACOA has helped 
businesses and communities in the Atlantic provinces to The Atlantic Canada 
strengthen and compete globally. Opportunities Agency (ACOA) 
works to create opportunities 
Atlantic Canada’s economy has performed well in fgheconomicgrowthn Ua 


Canada by helping businesses 


recent years; however, new challenges have emerged. mes 
become more competitive, 


International competition from low-cost producers and a innovative and productive, by 


high exchange rate have challenged the region’s limited working with communities to 
manufacturing base and seasonal industries. While develop and diversify local 
resource-based industries continue to underpin parts of the economies, and by championing 


economy, there has been diversification into new value- the strengths of Atlantic Canada. 


added products and services, and knowledge-based sectors 
have become part of the region’s landscape. ACOA has supported the 
development of several of these sectors as they sought growth and value- 
added opportunities. 


During the last five years, ACOA has encouraged more innovation and 
more research and development, promoted export trade and foreign 
investment, and helped Atlantic Canadians to acquire the skills needed for 
business success in the 21‘ century. As a result, Atlantic Canadians are 
more innovative and export-oriented than ever before. 
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Highlights 2003-2008 
ACOA manages its operation within a framework of strategic priorities 
that reflect: 

* the results of policy research and analysis; 

* regular review and evaluation of the effectiveness of the Agency’s 

programs; 
* ongoing development with stakeholders in the region; and 
* the priorities and direction of the Government of Canada. 


ACOA’s strategic focus in support of its mandate is addressed through 
activities in support of its three strategic outcomes: Competitive and 
sustainable Atlantic enterprises, with emphasis on those of small and 
medium size; Dynamic and sustainable communities for 
Atlantic Canada; and Policies and programs that strengthen Impact on Economic Growth 


the Atlantic economy. * Each dollar invested directly 
in businesses through ACOA 


: : ; : i Ited i 
Innovation and stronger innovative capacity through DG a oe yee 


more than $7 in gains in 


research and development and the deployment of Aba iad oe a ITD 


technology are fundamental to the region’s productivity Ppa Atientic CDPace 

and competitiveness. estimated to be $1.2 billion 
higher in 2007 than it would 

The Agency has continued to foster R&D via the Atlantic have been without ACOA's 


direct support to business. 
From 2003 to 2007, ACOA’s 
direct support to business of 


Innovation Fund (AIF), which was renewed in 2005 with 
an additional $300 million in funding. Over the five-year 
period 2003-2008, four competitive calls for proposals 
were held. More than 200 partnerships between private 


$622 million generated tax 
revenues of over $865 million. 


sector and university/research institutions were established - Total gross employment 
to jointly pursue these R&D projects. A total of was almost 25,000 higher 
144 projects were approved, resulting in $357 million in 2007 than it would have 


been without ACOA’s direct 


invested in projects valued at $790 million. 
support to business. 


Since 2003, the Agency has also funded over 230 R&D 
projects, involving more than $70 million in conditionally repayable 
assistance. It has supported more than 85 technology adoption projects 
involving more than $21 million in assistance. This assistance from 
ACOA has leveraged more than $245 million in investments from 
other sources. 


Strengthening innovation and the commercialization of science 
and technology is vital to achieving sustainable economic growth. 


Executive Summary ij 
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ACOA recognizes that the region’s universities possess strong R&D 
capabilities and that a partnership with the private sector could lead to 
increased commercialization opportunities. 


An example of this partnership is Springboard Atlantic Inc. Established 
in 2004 by the Association of Atlantic Universities, Springboard Atlantic 
encourages commercialization of university research and has already 
resulted in: 
¢ triple the number of technology transfer professionals, industry 
liaison officers and others engaged in activities to support this effort; 
¢ double the number of disclosures, patents, commercialization 
agreements and revenues; and 
¢ the research budgets of Springboard members having increased from 
a total of $225 million to $280 million. 


The Agency works to create opportunities leading to economic growth 
in Atlantic Canada by promoting export trade and by seeking foreign 
investment. ACOA’s trade role in the global economy 1s designed to 
strengthen the export performance of the Atlantic region by enhancing 
the capabilities of small and medium-sized businesses to establish and 
expand activities. Exporting brings many concrete, bottom-line benefits 
to these businesses, such as increased sales, higher profits and less 
dependence on traditional markets. Atlantic Canada’s comparatively 
small population limits the commercial opportunities that export markets 
can produce. 


From 2003 to 2007, as part of its work in promoting and developing 
export capacity, the Agency led seven Team Canada Atlantic trade and 
investment missions, engaging more than 230 small and medium-sized 
enterprises (SMEs) throughout the region and generating in excess of 
$10 million in immediate-export sales. 


ACOA plays a key role in strengthening partnerships and mobilizing 
stakeholders to work on governmental priorities. The Agency is moving 
forward in partnership with Transport Canada and the four Atlantic 
Provinces to develop an Atlantic Gateway strategy. Gateways and trade 
corridors consist of transport infrastructure of national significance. 

The Atlantic Gateway has the potential to be a driver of new investments 
in the region, and presents Atlantic Canada with an opportunity to benefit 
from an increase in international trade. 
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Community development has emerged as an important means to foster 
economic diversification in Atlantic Canada. The Agency’s approach 

to community development is based on the principle that the problems 
facing communities, such as unemployment and economic instability, 
can best be addressed through a holistic and participatory process. ACOA 
has invested over $316 million in more than 900 community-based 
projects through the Innovative Communities Fund and its predecessor, 
the Strategic Community Investment Fund. These investments have 
leveraged an additional $359 million from other sources. In addition, 
Community Business Development Corporations have issued over 

9,000 loans, totalling $257 million, to businesses in their respective 
communities, which have leveraged an additional $262 million in private 
sector investment/financing. 


The Agency advocates industrial regional benefits and the enhancement 
of opportunities for Atlantic Canadian businesses to participate in federal 
procurement. This focuses particularly on major Crown projects that offer 
the potential for regional benefits. In the last five years, Atlantic Canada’s 
participation in major Crown projects represented industrial regional 
benefits in excess of $1 billion. 


A Leader in Management 

ACOA has been recognized for its solid management performance 

in the Agency’s annual Management and Accountability Framework 
(MAF) assessment by the Treasury Board Portfolio. These MAF 
assessments study management structures and capabilities across federal 
departments. Over the last two years, ACOA has been ranked among the 
leaders in the Government of Canada, and has also been commended for 
bringing overall improvements to its management agenda. 


Best Practices in Managing Grants and Contributions 

An independent Blue Ribbon Panel commissioned by the President of 

the Treasury Board of Canada in June 2006 to make recommendations 
regarding the efficiency and accountability of grants and contributions 
highlighted ACOA’s best practices. The Agency continuously focuses on 
excellence with respect to client service and has been recognized by the 
Blue Ribbon Panel as a vanguard department in terms of enhancements 
moving from a project-based to a client-based approach, and for developing 
streamlined processes and automated tools to better serve its clients. 
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Looking Forward 

ACOA’s priorities reflect the objectives and principles 
of Advantage Canada, the Government of Canada’s 
overarching economic framework, which is based on 
five key advantages. The Agency’s mandate is most 
closely tied to the entrepreneurial, knowledge and 


ee infrastructure advantages. 


In spite of recent progress, Atlantic Canada continues 
to face challenges in the pursuit of a higher standard 
of living. Atlantic Canada remains one of Canada’s 


most rural regions and is characterized by a stagnant 
comen o08 | population level, primarily due to a high level of 
out- Siemon With unemployment levels at a 30-year low, ACOA is 
shifting focus from helping business to create employment to stimulating 
growth in productivity, competitiveness and earned income. 


The Agency’s emphasis is now on fostering research and development, 
technology adoption, business skills development, and trade and 
investment. In addition, ACOA will pursue balanced and strategic 
urban-rural development, and strengthened advocacy. 
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Introduction 


ACOA’s legislative status was authorized by the Government 
Organization Act, Atlantic Canada 1987, which received Royal Assent 
August 18, 1987, and came into force September 15, 1987. Part I of the 
Act established ACOA, while Part II established the Enterprise Cape 
Breton Corporation (ECBC), which is included in the Minister of 
ACOA’s portfolio. 


Pursuant to Section 21 (2) of the Act, the President of the Agency is 
required to submit to the Minister of ACOA, a five-year Report to 
Parliament on the Agency’s activities. The Minister is required to table 
this report in Parliament. 


This report covers the period April 1, 2003 to March 31, 2008. In some 
instances, the time frame of the performance information is determined 
by data availability from external sources and the information may 
cover the most current five-year period. For example, the latest Statistics 
Canada data used to provide a comparison of results for ACOA clients 
versus non-ACOA clients is available for the period ending 2005. This is 
the fourth such report to be submitted since the Agency was established. 


The report is organized in two main sections. 


Section 1 — ACOA’s Impact over Two Decades provides an overview 
of ACOA’s contribution to the transformation of Atlantic Canada’s 
economy over the past 20 years. This section outlines how ACOA’s 

role has changed since 1987 and how its enhanced role has influenced 
business and community development and innovation in each of the four 
Atlantic provinces. 
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Section 2 — Organized for Results describes the activities of the 
Agency in the strategic areas of Enterprise Development, Community 
Development, and Policy, Advocacy and Coordination. Enterprise 
Development is broad-based and includes the areas of innovation, trade 
and investment, entrepreneurship and business skills development as well 
as expansion of the enterprise base in the region. The section concludes 
with a look ahead at the challenges facing the region as ACOA continues 
its commitment to Atlantic Canada’s economic development. 


Supplemental Information on the economic performance of Atlantic 
Canada over the five-year period, analysis of ACOA’s impact and 
ACOA’s Management Agenda are provided on ACOA’s website. 

See: http://www.acoa-apeca.gc.ca. 
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Growing with Atlantic Canadians 


In 2007, ACOA commemorated 20 years of service to Atlantic Canadians. 

As it enters its third decade, ACOA can reflect on an impressive 

record as the federal entity responsible for the government’s economic 

development efforts in the provinces of New Brunswick, Prince Edward 

Island, Nova Scotia, and Newfoundland and Labrador. 
This year marks the Agency's 

Transformation of the Atlantic Economy 20" year of service. 


In the past 20 years, Atlantic Canada has undergone a AUN ERT 2 SITUS) 
ACOA has been making a 


transformation. The region has built a new entrepreneurial ; 
difference in the lives of 


culture that is increasingly innovative and outward 


. Atlantic Canadians by... 
looking. While ACOA cannot claim exclusive credit for 


...helping our entrepreneurs 


this transformation, the Agency has a played a very to start up and expand... 
important role. ...helping our businesses 

boost productivity and adopt 
When ACOA was created, Atlantic Canada was facing HON CANTO CSc 


nek ... Strengthening the 
an unemployment rate of 14% and declining resource st 8 
infrastructure of our 


industries. The economic performance of the region ait ere 


...and supporting our youth. 
Real Earned Income per Capita 
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over the past 20 years, as illustrated in the charts shown, clearly 
demonstrates a marked improvement in the economic position of 
Atlantic Canadians. 


Figure | shows that real earned income per person in the region, for 
example, was 36.2% higher in 2007 than in 1987, far exceeding the 
national rate of increase of 24.3%. 


Unemployment Rate 
FIGURE 2) Atlantic Canada and Canada, 1987 and 2007 


Figure 2 illustrates a marked reduction Cee pasl be eae 
in the region’s unemployment rate, Ber 

representing significant improvements a al 

in the well-being and economic “ 8 

fortunes of Atlantic Canadians. In ‘i om _ " : 

2007, the unemployment rate in the ee ie 120 

region was 4.5 percentage points below 100 92 a 
the rate in 1987. The differential 80 7 73 


between the unemployment rate in 
Atlantic Canada and Canada as a 
whole fell from 4.9% to 3.2%. 


Newfoundland — Prince Edward Nova Scotia New Brunswick Atlantic Canada Cane 
and Labrador Island 


The Early Years: Entrepreneurship Development 

ACOA’s efforts in the very early years were clearly and almost 
exclusively directed to the development of the private sector. The Agency 
developed a comprehensive entrepreneurship development strategy to 
increase awareness of entrepreneurship as a viable career option and to 
put in place a series of support services for small businesses, including 
training, counselling and research. Indeed, the strategy was acknowledged 
as a successful model to be studied by other countries and, in 1996, the 
Organisation for Economic Co-operation and Development (OECD) 

and ACOA published The Implementation of an Entrepreneurship 
Development Strategy: The Case of the Atlantic Region. 


In 1987, ACOA put in place a new program for Atlantic Canadian 
business. The ACOA Action Program focused specifically on 
entrepreneurship, with a special emphasis on the start up and expansion of 
small and medium-sized businesses. Billed as “simpler, more direct and 
more responsive,” the Action Program focused on providing assistance 

for the establishment, modernization and expansion of businesses. It 
provided support for new product development, innovation projects and 
business studies, as well as assistance to non-commercial organizations. 
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The COOPERATION Program, designed to work in a complementary 
fashion with the Action Program, was initiated by the Agency. It 

built on earlier investments in basic development infrastructure and 
targeted strategic investments and initiatives. As the name implies, the 
COOPERATION Program comprised collaborative agreements between 
the federal and provincial governments. This pooling of resources 

and combined focus of efforts facilitated investment strategies that 
contributed to common goals — creating the kind of economic climate in 
which business and industry could grow in Atlantic Canada. 


Reaching out to Communities and Focusing on Innovation 

By the early 1990s, however, a number of social and economic forces 
gave the Agency an opportunity to revisit its approach to regional 
development. With the collapse of the Atlantic groundfish industry 

and the closure and reduction of several Canadian Forces bases, 

ACOA worked with communities and took on a new role by helping 
communities to mobilize in a focused way in order to adjust to new 
realities and respond to the sudden and often traumatic loss of local jobs 
and opportunities. 


Through programs such as the Fisheries Alternatives Program and the 
Base Closure Fund, ACOA worked with the impacted communities to 
develop and invest in sustainable economic development initiatives 
based on the opportunities that existed within these communities. This 
collaboration allowed communities to take stock of what they had to 
offer, build on their strengths, and address some of their challenges; all in 
an effort to move forward in a positive direction. ACOA also undertook to 
deliver the Canada Infrastructure Works Program on behalf of the federal 
government, investing in core infrastructure cost-shared projects with 
provincial and municipal governments. During this time, ACOA assumed 
responsibility for the delivery of the Community Futures program in 
Atlantic Canada, supporting a network of 41 Community Business 
Development Corporations that provide lending capital and business 
counselling services to SMEs in rural Atlantic Canada. 


It was becoming increasingly evident at this time that globalization 

and the rise of the knowledge-based economy were pushing Atlantic 
Canada toward what economist Michael Porter and others called the new 
“paradigm of competitiveness.” Prosperity in this new economy would be 
based on productivity, rather than on labour or natural resources. 
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In response to this new dynamic, ACOA adapted its business programs to 
focus less on support for the acquisition of capital assets and more on the 
assets associated with productivity — innovation, marketing, international 
trade and human resources development. In its policy leadership 

role, the Agency conducted extensive new research and mobilized its 
partners, including provincial 
governments, business leaders 
and universities, to work on 
strategic options to advance 
the region’s development 
capacity. 


The Atlantic Investment 
Partnership: Enhancing 
Global Opportunities 

This change in policy 
emphasis led ultimately to the 
development of the Atlantic 
Investment Partnership (AIP), 
a major five-year initiative launched in 2000 and renewed in 2005. The 


AIP has made major investments in innovation, community economic 
development, trade and investment, and entrepreneurship and business 
skills development. 


In 2005, the federal government committed $590 million for 2005-2010 
for the renewal of the Atlantic Investment Partnership. This has enabled 
ACOA to continue investing in: 
* public and private sector partnerships in innovation, trade and 
investment; 
* entrepreneurship and business skills development; and 
* community development. 


These investments not only address economic challenges and 
opportunities facing Atlantic Canada in the global marketplace, but also 
enhance participation in national initiatives such as the Building Canada 
Program, Mobilizing Science and Technology to Canada’s Advantage, 
and the Global Commerce Strategy. 
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Building on Success 


During the last five years, ACOA has continued to build on the success of the 
original Atlantic Investment Partnership (AIP) by encouraging more innovation 
and research and development, promoting export trade and foreign direct 
investment, strengthening communities and helping Atlantic Canadians 
acquire the skills needed for business success in the 21“ century. As a result, 
Atlantic Canadians are more innovative and export-oriented than ever before. 


The commercialization potential of Atlantic Canada’s R&D continues 
to grow. The Atlantic Innovation Fund (AIF) has been instrumental in 
helping to move R&D from the laboratory to the marketplace. In the five 
competitive rounds of the AIF program (four of which occurred within 
the five-year reporting period 2003-2008): 
* 627 proposals were received, requesting $1.96 billion in funding for 
projects valued at $3.7 billion. 
¢ 192 projects were approved, involving $512 million in AIF 
investments for projects valued at $1.16 billion. 
¢ The percentage of institutional projects (universities and colleges) 
with a private sector partner has increased significantly, from 67% in 
Round I to 92% in Round V. 


Since April 1, 2003, via its Innovation element, the Business 
Development Program has funded over 230 R&D projects, involving 
more than $70 million in assistance. It has supported more than 85 
technology adoption/adaptation projects involving more than 

$21 million in assistance. This financial support from ACOA has 
leveraged more than $245 million in investments from other sources. 


At the community level, ACOA continues to recognize the importance 
of local engagement to facilitate effective community economic 
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development. ACOA works in collaboration with other economic 
development stakeholders to ensure that community development 
investments are based on strategic economic development plans that 
recognize the strengths and address the challenges of communities. 
Through a network of Regional Economic Development Organizations 
and Community Business Development Corporations, the Agency has 
facilitated a mobilization of Atlantic Canadian communities, where 
community development is based on a bottom-up approach. 


ACOA’s investments in community development have levered support 
from a variety of partners: communities, provinces, not-for-profit 
organizations and the private sector. Community support is the key 
element for success of Community Economic Development investments 
and, ultimately, long-term viability. As communities become engaged 

in project development and implementation, they not only reap the 
benefits of that project, but establish economic development capacity that 
assists them to take a leadership role in their own long-term economic 
development. 


Impact on the Atlantic Provinces, 2003-2008 

The development of the Atlantic Canadian economy has been influenced 
by a number of factors over the past five years. International competition 
from emerging low-cost producers and a high exchange rate have 
challenged the region’s manufacturing base and its seasonal industries. 
While resource-based industries continue to underpin parts of the 
economy, there has been diversification into new value-added products 
and services, and emerging knowledge-based sectors have become part of 
the region’s economic landscape. ACOA has supported the development 
of several of these sectors as they sought growth opportunities and value- 
added activities. 


Overall, Atlantic Canada’s economy has performed well. 

¢ Real gross domestic product (GDP) in Atlantic Canada expanded by 
an average of 2.0% annually between 2003 and 2007, highlighted by 
strong growth in both the mining and construction sectors. 

* Employment in the region grew at an average of 1.1% annually over 
the past five years, as nearly 60,000 more people were employed 
in Atlantic Canada in 2007 compared with 2002. As a result, the 
unemployment rate fell steadily during this period, attaining 9.2% in 
2007 — its lowest level in over 30 years. 
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* Commodity exports from Atlantic Canada rose by 47% between 2002 
and 2007, driven by strong gains in exports of refined petroleum 
products, crude oil and minerals. 

* Labour productivity growth in Atlantic Canada averaged 0.9% over 
the 2003 to 2007 period, keeping pace with national gains. 

¢ While R&D levels in Atlantic Canada remain lower than the national 
average, they have improved over the past few years. According to 
the latest statistics, between 2000 and 2005, expenditures on R&D 
in Atlantic Canada rose by an annual average of 8.5%, ahead of the 
national increase of 6.2%. 


ACOA has played a significant role in this success by adapting rapidly to 
the changing social and economic forces pressing on the region. Through 
its programming, ACOA has helped each of the Atlantic provinces to 
capitalize on opportunities related to its strengths. 
¢ Newfoundland and Labrador’s economy benefited from opportunities 
associated with its rich oil and mineral resources and expertise in 
ocean technologies. 


Prince Edward Island pursued further economic diversification 
through cluster development in the bio-resource, aerospace, 
information and communications technology, tourism and wind 
energy sectors. 


In Nova Scotia, the emergence of new industries, including the life 
sciences, information technology and financial sectors, bodes well for 
future job creation. 

In New Brunswick, several developments have positioned the 
province for sustained economic growth, relating to the energy, 
mining, aquaculture, and the business service sectors. 


Newfoundland and Labrador 

The Newfoundland and Labrador economy performed well over the 

past five years, with real GDP increasing by an average of 3.1%. This 
strong performance was mainly due to significant developments in the 
mining and oil industries, and the development of expertise in areas such 
as ocean technologies. The development of the $2.4-billion White Rose 
offshore oil project and the $2.9-billion Voisey’s Bay nickel, copper and 
cobalt deposit in northern Labrador fuelled construction activity in the 
province and, along with gains from iron ore, significantly boosted oil 
and mineral production during the 2003 to 2007 period. 
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The value of mineral production in the province has increased 
substantially in the past several years, due to increased world commodity 
prices and increased production. ACOA’s support of the industry aims 

to enhance R&D and maximize business opportunities. For example, 

the Agency committed $23.1 million to Memorial University of 
Newfoundland to establish an innovation centre in the mining sector with 
a focus on research related to geosciences and process engineering. The 
research has resulted in process improvements at Vale Inco’s operations 
in the province, new contract awards related to ore characterization, and 
progress on commercializing research in areas related to geosciences. 


Newfoundland and Labrador produced 134 million barrels of oil in 
2007, 14% of total Canadian production. The oil industry provides direct 
employment for 3,000 people, supports a significant number of local 
services and supply companies, and is responsible for an estimated 15% 
of annual real GDP. ACOA works with stakeholders to identify new 
opportunities, to attract investment and to address challenges related to 
the exploration and development of Newfoundland and Labrador’s oil 
and gas resources. Some examples of recent ACOA-led studies include: 
An Assessment of Atlantic Canada’s Offshore vis-a-vis Competing 
Jurisdictions, completed in partnership with Natural Resources Canada 
and Industry Canada, and 
Location, Environmental and 
Other Factors Influencing 
Exploration and Development 
of Labrador Gas, completed 
in partnership with oil and gas 
companies with an interest in 
offshore Labrador. 


Newfoundland and Labrador’s 
developing offshore oil industry 
has also provided a number of 
research and innovation 
opportunities for ocean 
technology industries related 


to ice management, marine 
communications and safety challenges. Growth of Newfoundland and 
Labrador’s ocean technology industry has been substantial over the 

current decade. The number of private sector companies grew from 33 
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firms with $117 million in sales in 2001, to more than 50 firms with 

$230 million in sales in 2005. Private sector employment totalled 1,470 
people in 2005 — up by more than 65% over 2001 employment numbers. 
The Agency has worked closely with the National Research Council’s 
Institute of Ocean Technology (NRC-IOT), the Marine Institute of 
Memorial University of Newfoundland, the Government of Newfoundland 
and Labrador and industry players to encourage collaboration and to build 


a sustainable ocean technology cluster in the province. 


Ocean Technology Cluster Development 
Newfoundland and Labrador 


The development of an ocean technology industry cluster in 


Newfoundland and Labrador was a priority of ACOA during the reporting 
period. The Agency has worked collaboratively with ocean technology 
stakeholders, including Memorial University of Newfoundland, ocean 
technology companies, the National Research Council of Canada, the 
City of St. John’s and the provincial government to advance the sector. 


A distinguishing feature of ACOA’s strategy in this area 
is its close collaboration with oceans-mandated federal 
government departments to encourage made-in-Canada 
technology solutions to Canada’s ocean management 
challenges. 


Through the Agency’s BDP and AIF programming, and 
through the federal Ocean Action Plan (2005-2007), ACOA 
has contributed significantly to growth within the sector. As 
of 2006, there were 52 companies in the ocean technology 
industry in Newfoundland and Labrador, representing an 
increase of 58% since 2001. Sixteen of these companies 
were newly formed. Employment in the industry increased 
by more than 62%, and the total revenues of companies in 
the industry nearly doubled from $117 million to over 


The ocean technologies cluster 
is catalyzing companies in 
Newfoundland and Labrador 

to build individual strengths 
into powerful collective efforts. 
More and more, the industry is 
assuming strategic leadership 
for the sector. The province sees 
this sector as a major element 
of its new economy. 


L.G. O'Reilly 
Executive Director 
Oceans Advance 


$225 million. The goal for the ocean technology cluster in the province is 
to grow into an industry worth $1 billion annually within 10 years. 


Prince Edward Island 


Economic growth in Prince Edward Island averaged 2.3% between 2003 
and 2007. The services-producing sectors performed well during this 
period, with the addition of information technology firms, call centres 
and financial services companies. The province continued to build on its 
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reputation as a leader in the development of renewable energy sources, 

as significant investments were undertaken to increase wind generating 
capacity through the addition of new wind farms. ACOA, in collaboration 
with Natural Resources Canada and Transport Canada, established the 
Wind Energy Institute of Canada in Prince Edward Island. 


ACOA has also played an integral role in creating a bioscience cluster 
within the province. The Agency’s investments have been the key to 
enabling private and public sector R&D institutions to develop the 
expertise and experience needed to promote this cluster. Development of 
new pharmaceutical products, sustainable production methods for marine 
biocompounds, development of erosion-resistant protective coatings for 
the aerospace industry, development of vaccines, the creation of new food 
and skin-care products using nutriscience, and health research for human 
neurodegenerative diseases are a few examples of the dynamic growth in 
this emerging sector. 


The aerospace industry in Prince Edward Island has evolved in large 
part due to the creation of Slemon Park Corporation. Since its evolution 
in the early 1990s, this industry has become the province’s second- 
largest producer of total exports, representing close to $200 million in 
annual sales. Local companies like MDS-Prad and Atlantic Turbines 
International Inc. have been industry leaders in the knowledge-based 
economy. Leading-edge R&D has positioned MDS-Prad as one of 

the world’s premier sources of protective coating products. With its 
development of world-class engine repair techniques, Atlantic Turbines 
International has become an industry leader in the areas of gas turbine 
engine maintenance and restoration. 


Prince Edward Island’s information technology cluster continues to 
strengthen thanks to the sum of its parts. Today’s savvy entrepreneurs 
realize that innovative technology has proven to be the equalizer when 

it comes to delivering products and services worldwide. Business 

location has become irrelevant. ACOA’s Atlantic Innovation Fund has 
enabled entrepreneurs to develop commercially viable software that can 
assist local governments and utilities in running their operations more 
efficiently; to create user-friendly and reliable e-health software for health 
providers in Canada and around the world; and to design multi-functional 
software applications for radiological information and imagery. 
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The Wind Energy Institute of Canada 

North Cape, Prince Edward Island 

Together with the PEI Energy Corporation and Natural Resources 

Canada, ACOA has partnered with Resources West, the regional 
economic development 

_ organization for western PEI, 
and the Wind Energy Institute 
(WEICan), a leading testing 
and research institute for wind 
energy systems, in pursuit of 
opportunities in the wind energy 
sector. 


This partnership has resulted in a 
new 7,860-square-foot building 
equipped with laboratories and 
workshop areas designed to 
meet the needs of both large- and small-scale projects relating to wind 
power generation. In addition, WEICan has signed a 
co-operation agreement with the German Wind Energy Atlantic Canada has enormous 


Institute to provide measurement services to the wind wind energy potential and 
WEICan, as Canada’s oldest 


energy sector in North America. ae 
and leading wind energy test 


site, has a central role to play in 
This investment in the North Cape community 
represents an important contribution to the development 
of renewable energy sources and provides for economic _ Scott Harper 
diversification and greater economic stability in the WEICan Chief Executive Officer 
local area. 


realizing that potential. 


Nova Scotia 

The Nova Scotia economy experienced moderate growth during the 
2003 to 2007 period, averaging 1.4%. This growth was mainly driven 
by a growing service sector and strengthening retail sales. Within the 
services-producing sector, for example, significant expansion occurred 
in the financial services sector, as several offshore financial companies 
expanded or established operations in Halifax. ACOA contributed to this 
development through the Trade and Investment component of the Atlantic 
Investment Partnership. The Agency invested in promoting Nova Scotia 
as a location for international banks and IT companies. This resulted in 
the direct creation of jobs in the province. 
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Nova Scotia’s manufacturing sector has been impacted significantly by 
the rising dollar, resulting in a loss of competitive position in the global 
market. However, the development of emerging sectors illustrates the 
progress being made in the region. These sectors include: information 
and communications technologies; biotechnology, life sciences and 
bioresources; aerospace and defence; advanced manufacturing; and 
marine technologies. Aerospace, in particular, is a bright spot in 

Nova Scotia, as firms are expanding and new projects are being developed. 


Traditional resource-based industries are undergoing significant changes. 
For example, new value-added products in both the wood and food 
processing industries have allowed them to become much more 

export intensive. 


The transformation of Nova Scotia’s traditionally resource-based 
economy to an innovative and globally competitive, knowledge-based 
economy is ongoing, but poses many major social and economic 
challenges. For example, many of Nova Scotia’s foundational industries 
(fisheries, forestry, agriculture and tourism) are struggling to adjust to 
rapidly increasing competition from other exporting countries. Success 
in these areas will depend largely on their ability to innovate and to 
increase productivity. 


Rural areas, in particular, will be impacted by the effects of slow 
population growth and an aging population. These will combine to 
constrain the capacity for rural communities to maintain and increase 
economic expansion. More effort will be needed to ensure an adequate 
supply of labour. 


ACOA has made significant investments in the research and development 
sectors of the Nova Scotia economy. Through investments under 

the Atlantic Innovation Fund, ACOA has facilitated public-private 
partnerships to develop technology that has high commercialization 
potential. In addition, ACOA has invested funds from the Business 
Development Program to help companies acquire new technology and 
adopt more productive methodologies. This will continue to be the focus 
for ACOA going forward. 
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ACOA is a partner to companies and researchers in the life sciences 
sector and has supported several projects in this area. The Nova Scotia 
Life Sciences Asset Map estimates that in 2005, there were approximately 
50 core life sciences companies in Nova Scotia with close to 500 products 
competing in the global marketplace. Collectively, these products 
generated more than $181 million in sales, most of these in the sub- 
sectors of functional foods and neutraceuticals, pharmaceuticals and 
agriculture. Virtually all of the province’s products in the life sciences 

are exported, with four major companies responsible for more than 85% 
of total sales. 


ImmunoVaccine Technologies Inc. 

Halifax, Nova Scotia 

ImmunoVaccine Technologies Inc. (IVT) is a biotechnology company 
that grew out of research originally developed in a university laboratory. 
The company was incorporated in 2000 to commercialize vaccine 
research development at Dalhousie University in Halifax. 


What is great about ACOA’s 


support is that it has helped IVT is collaborating with partners such as Dalhousie 
our company leverage further University, the Atlantic Veterinary College and the 
investment in ImmunoVaccine. Nova Scotia Agricultural College to develop a biological 


ACOA recognizes that we 

have developed a major 
breakthrough technology that 
will have a very positive impact 


technology that works to stimulate the immune system by 
enabling the body to create more effective antibodies. This 
technology, now trademarked as VacciMax®, has both 


on the biotechnology sector in human and animal applications. For example, IVT’s first 


Atlantic Canada. 


Brian Lowe 
Vice-President 


ImmunoVaccine Technologies Inc. 


line of marketable products from its proprietary platform 
is Spay Vac — a single dose contraceptive vaccine for 
controlling domestic pet and wildlife fertility. IVT is also 
working with international experts and partners to develop 
a vaccine delivery platform capable of 100% tumour 
elimination in pre-clinical cancer models. 


Under the AIF, ACOA is investing over $3 million toward a $10-million 
innovation project of IVT to further develop the company’s vaccine 
platform. It is expected that specific vaccine products resulting from 

the project will include products for the prevention of human infectious 
diseases and human therapeutic vaccines for the treatment of diseases. 


Chapter 2: Building on Success 


15 


SleC WT QIN 


16 


] 


Five-Year Report to Parliament 2003-2008 


New Brunswick 

The New Brunswick economy was confronted with various challenges 
between 2003 and 2007, particularly those faced by the forest and non- 
energy manufacturing sectors due to the appreciation of the Canadian 
dollar and the slowdown in the U.S. economy. Despite these challenges, 
New Brunswick’s economy performed well, reflecting its growing diversity. 


Between 2003 and 2007, the New Brunswick economy grew by an 
average 2.0% per year. Investment has been the principal driver of growth 
during the past five years, with two megaprojects dominating investment 
in non-residential construction: the refurbishment of the Point Lepreau 
nuclear generating station and the construction of the Canaport liquefied 
natural gas terminal in Saint John. In 2007, overall, capital investment 
reached $6.0 billion, a 5.4% increase over 2006 and the highest level 

on record. 


With strong gains in the information technology, finance and insurance, 
and the retail and wholesale trade sectors, the province’s services- 
producing industries played a major part in economic growth. 


While the economy has performed well overall, economic growth and 
expansion is unequally distributed throughout the province. New Brunswick’s 
rural communities continue to face significant challenges including 
exposure to serious disruptions due to trade disputes, resource rationalization, 
a higher Canadian dollar, and higher commodity prices. 


ACOA has made strategic investments in New Brunswick’s key 
economic sectors to facilitate full participation in the province’s current 
economic expansion. For example, ACOA has made critical investments 
in New Brunswick’s aquaculture industry, which focus on innovation and 
technology, productivity and business skills development, and capacity 
building and marketing. These investments have led to employment 
creation and diversification of the region’s rural and coastal communities. 


ACOA also created the Chaleur-Restigouche Initiative, a three-year effort 
to assist SMEs in the northeast region of New Brunswick to adjust to 

the closure of the Brunswick Mine and Smelter, as well as the downturn 
in the forestry sector. Among its notable accomplishments, ACOA 
undertook extensive assessments of 149 potential SME clients, which led 
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to projects with 40 SMEs to develop new products, find new national and 
international markets, and improve their management skills — particularly 
in the areas of trade and innovation. 


In New Brunswick, ACOA will continue to facilitate full participation 

in the economy by making investments that build and capitalize on local 
capacity, foster economic diversification, and help communities transition 
beyond traditional economic activity. 


Huntsman Marine Science Centre 

St. Andrews, New Brunswick 

The Huntsman Marine Science Centre (HMSC) in St. Andrews, 
New Brunswick, highlights the benefits of ACOA’s efforts and 
programming in rural areas. 


The HMSC plays an important role in conducting research vital to the 
local economy and to coastal resource use and management in Atlantic 
Canada. Within the context of the development of the fisheries and 
aquaculture sector in Atlantic Canada, HMSC’s large- 


ACOA has helped us enhance scale fish holding and breeding facilities for marine and 
our facility, research new freshwater fish enable research and development by 
processes, develop new commercial companies and scientists. 


strategic alliances and advance 


our research into commercial a : ae 
ACOA’s investment through the Innovative Communities 


Fund (ICF) and the Atlantic Innovation Fund (AIF) 
have assisted in the creation of a research partnership 


uses. Their support has been 
invaluable to our work. 


Bill Robertson involving the HMSC, the University of New Brunswick, 
Executive Director Acadia University, Genome Atlantic, the Atlantic Salmon 
Huntsman Marine Science Centre Federation, and Fisheries and Oceans Canada. This 
partnership represents a strategic investment in community 
development in Charlotte County, where the cluster of aquaculture-related 
activities has brought vital economic diversification to the area. 
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Section 2 
Organized for Results 


ACOA was created in 1987 as a new model for economic development 
in which decision-making resided in the region. Programs were to be 
designed for and by Atlantic Canadians. As Donald Savoie stated in 
his 1987 report, Establishing the Atlantic Canada Opportunity Agency, 
a dedicated agency within the region “hold[s] the most promise for 
concrete results.” This model necessitated a decentralized approach. 
The ACOA headquarters is in Moncton, New Brunswick, with offices 
in each of the four Atlantic provinces and one in Ottawa. 


ACOA is a regional leader in conducting economic policy research. It 
acts as a champion for Atlantic Canada, bringing intelligence about the 
region’s strengths, interests and concerns to the centre, while ensuring 
that the federal government’s priorities reflect the needs of Atlantic 
Canada. Through its Ottawa office, ACOA advocates the interests of 
Atlantic Canadians in the development of national policies and programs, 
and procurement opportunities. 


Within its broad mandate under the Government Organization Act, 
Atlantic Canada, 1987, the Agency works to create opportunities for 
economic growth in Atlantic Canada by helping businesses become more 
competitive, innovative and productive; by working with communities to 
develop and diversify local economies; and by championing the strengths 
of Atlantic Canada. 


While ACOA continues to support the start-up and growth of SMEs, 

it also encourages the commercialization of homegrown research and 
development, the growth of existing and new industry sectors, increased 
exports and investment, and sustainable communities. ACOA works with 
communities by providing resources that enable them to implement their 
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own investment and infrastructure strategies. The Agency also works to 
address the current demographic challenges by working with partners on 
strategies to enhance the opportunities for the skills of existing residents 
while attracting new skilled workers to the region. 


Linking ACOA’s and the Government of 
Canada’s Economic Priorities 

Over the last five years, ACOA’s strategies have been 
driven by key national and regional priorities, the 


Our goal is to ensure that 
every part of the country has 
the chance to benefit from 
the enormous economic 
continuing impact of globalization of markets, and the opportunities that lie before 
need to strengthen Canada’s economy through improved Canada. 
productivity, competitiveness and innovation. 

The Right Honourable 
The Government of Canada has pursued a strategy that eel Bee 
Fredericton, New Brunswick 


invests in skilled knowledge workers and cutting-edge June 25, 2007 


research and innovation to help regions exploit 


opportunities in the global economy. ACOA has supported 

this strategy through the Atlantic Investment Partnership, aligning its 
programs to support the Government’s priority to help create an 
environment in which Canadians can prosper. 


With Advantage Canada, our 
Government has laid out a In 2006, the Government of Canada announced a 
Beibie economic plan to long-term economic plan to build a strong Canadian 


secure better-paying jobs and 
solid growth for Canadians. 


Speech from the Throne, 


October 16, 2007 


economy and make Canada’s quality of life second 

to none. Advantage Canada focused on creating a tax 
advantage, a fiscal advantage, a knowledge advantage, an 
entrepreneurial advantage, and an infrastructure advantage 
for Canadians. 


The Agency’s activities support the knowledge, entrepreneurial and 
infrastructure elements of Canada’s long-term economic plan. In the 
period 2003 to 2008, the Agency’s activities focused on: 
* promoting commercialization of leading-edge research; 
* supporting private sector and university innovation partnerships; 
* assisting projects involving business expansion, modernization and 
productivity and business skills enhancements; 
* supporting and promoting essential infrastructure and trade initiatives 
such as the Atlantic Gateway; 
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* assuming a leadership role in the development of regional strategies 
such as a population strategy that focuses on attraction, retention, 
labour integration and developing skills to meet the needs of the new 
economy; and 

° engaging communities in local economic development planning and 
initiatives that support local business and industry development and 
invest in key economic development infrastructure. 
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Chapter 3 


How ACOA pursues Its Mandate 


ACOA has identified three strategic areas of activity that reflect its 
mission and the benefits it strives to provide to Atlantic Canadians. 
These are: 
¢ Enterprise Development — improved growth and competitiveness 
of Atlantic enterprises with emphasis on those of small and medium 
size; and fostering the development of infrastructure leading to 
increased productivity, earned incomes and job creation. 


¢ Community Development — improved community economic 
infrastructure and strategic planning capacity, leading to improved 
employment opportunities and economic growth in Atlantic Canada. 


¢ Policy, Advocacy and Coordination — strategic, researched policy 
positions that reflect the region’s potential, ensuring regional 
influence on national policies and programs that affect Atlantic 
Canadian development and interests, and facilitating the coordination 
of other federal policies and programs within the region to form 
more effective, integrated approaches to the region’s economic 
development. 


These three strategic outcomes are outlined in ACOA’s Program Activity 
Architecture as illustrated in Figure 3. It reflects the results of policy 
research and analysis; periodic review of program effectiveness; ongoing 
dialogue with other stakeholders in the region; and the priorities and 
directions of the Government of Canada. 
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Figure 3 


STRATEGIC PROGRAM PROGRAM 
OUTCOMES ACTIVITIES SUB-ACTIVITIES 


* Innovation 

+ Entrepreneurship and Business 
Skills Development 

* Trade 

* Investment 

* Financing continuum 

- Access to business information 
(Canada Business) 


I corpse and sustainable Atlantic N Fostering the development of 
enterprises, with emphasis on those > institutions and enterprises, 
of small and medium size (Enterprise with emphasis on those of 
Development) ( small and medium size 


* Community investment 

* Community-based business 
development 

* Community development resources 

* Communities in transition 

+ Official language minority 
communities 

+ Aboriginal communities 


Fostering the economic 
development of Atlantic 
communities 


Dynamic and sustainable 


communities for Atlantic Canada 
(Community Development) Special adjustment measures 
Infrastructure programming 


* Economic adjustment 
+ Natural disasters 


* Green municipal infrastructure 
* Local transportation infrastructure 
+ Other priorities 


+ Policy analysis and advice 
* Economic analysis 

* Policy research 

+ Engagement 


Policy 


+ Sectoral capacity building 
+ Horizontal issues capacity building 
+ Agenda management 


Policies and programs that ey 


7 the Atlantic economy (Policy, Bho 


Advocacy and Coordination) 


+ Federal-provincial relations 

* Federal Regional Councils 

* Other government department 
efforts in regional development 


Coordination 
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The program activities and sub-activities supporting these outcomes are 
described in detail in the chapters that follow. 


Partners 
The Agency is committed to helping the region become its own engine of 
economic growth. To that end, ACOA works in partnership with a variety 
of government, business, academic and community stakeholders toward 
the long-term development of the region. Partners include: 

¢ the business sector; 

* community-based economic development organizations and 

voluntary groups; 

* universities and colleges; 

* research institutes; 

* other federal government departments; 

* provincial governments; 
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First Nation communities; and 
municipalities. 


ACOA’s work with these partners involves a variety of activities, 
including the following. 


Working with provincial and municipal levels of government to 
advance the priorities of the Government of Canada while advocating 
regional interests and priorities in Ottawa. 

Engaging the private sector in research initiatives and as partners in 
commercialization initiatives. 

Working with universities and research institutes to advance the 
region’s innovation agenda, enhance the region’s participation in 
Canada’s innovation strategy and to ensure the region’s participation 
in the national programs of the Canada Foundation for Innovation, 
the National Research Council, the National Sciences and 
Engineering Research Council, and Genome Canada. 

Collaborating with a variety of locally based organizations such 

as Community Business Development Corporations, Regional 
Economic Development Organizations (REDOs), other levels of 
government, and not-for-profit organizations, in order to advance 
community economic development. 

Engaging in broad-based initiatives with the tourism industry through 
the Atlantic Canada Tourism Partnership, best practices missions, and 
the Atlantic Canada Technology Initiative. 

Collaborating as the lead federal partner with Atlantic provincial 
governments on export trade development initiatives, notably through 
Team Canada Atlantic trade missions and the Canada-Atlantic 
Provinces Agreement on International Business Development. 
Collaborating with Transport Canada, Foreign Affairs and 
International Trade Canada, Atlantic provincial governments and 
industry stakeholders to promote the Atlantic Gateway. 
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Resources 
Agency spending over the five-year period of this report was $2.1 billion, 
which includes $143.2 million from Infrastructure Canada programming 


and statutory transfer payments! of $5.9 million. 


2003-2008 Agency Spending by Program Activity 


0.90% 


140% [- ean 


®@ Enterprise Development — $1,231.2M 
Community Development — $546.9M 
a Special Adjustment Measures — $84.3M 
Infrastructure Programming — $143.2M 
© Policy — $28.3M 
Advocacy — $418.5M 
® Coordination - $11.1M 


1 Statutory transfer payments include liabilities in 2003-2004 under the Small Business Loans 
Act and the Canada Small Business Financing Act. Since that time, these liabilities in Atlantic 
Canada have been reported by Industry Canada. 
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Enterprise Development 


4.1 Overview 
Central to ACOA’s mandate is the development of enterprises in Atlantic 
Canada — particularly small and medium-sized enterprises (SMEs). 

SMEs comprise over 90% of Atlantic Canadian businesses. The Agency’s 
role, therefore, 1s critical to the region’s growth of earned 


incomes, employment and a higher standard of living. Productivity and competitiveness 
— a major focus for enterprise 


i : devel t. 
The Agency recognizes that enterprise development must Penal 


focus on productivity and competitiveness to ensure 
success in domestic and export markets. A number of factors that 
contribute to lower levels of productivity in Atlantic Canada (relative to 
the national economy) are being addressed by ACOA’s programming. 
These include the need to increase firms’ ability to innovate, to increase 
R&D spending, to improve levels of business skills, to participate in 
international trade and to adopt new technologies including investments 
in machinery and equipment. 


ACOA has implemented a comprehensive approach that addresses: 


¢ Innovation in product development and productivity improvements, 
which are major building blocks for enterprise competitiveness. 


¢ Trade/Investment in the international marketplace, because export 
development is essential for business growth, while foreign direct 
investment expands the region’s economic base and growth potential. 


¢ Entrepreneurship and business skills development, which is 
essential for long-term business success. 
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Business Survival Rate: 
Small Firms (fewer than 20 workers) 


Source: Statistics Canada 
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© Comparable firms 
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¢ Financing continuum to correct gaps in the financial offering to 
SMEs, either by providing direct financing or by working with other 
financial providers to better address the capital needs of SMEs at 
various stages of their business life cycle. 


¢ Access to business information (Canada Business) for Atlantic 
Canadians interested in starting or growing a business. 


ACOA offers a broad range of programs and services to improve the 
climate for business growth — from ensuring that business development 
tools and resources are available to Atlantic Canadian entrepreneurs 
throughout all stages of the business life cycle, to working with 
educational institutions, business support organizations and other 
government departments in the development and 
delivery of policies and programs. 


ACOA’s Impact on Business 

Survival of SMEs 

A company’s survival depends on many factors 
including the age of the business, location and size. 

In Atlantic Canada, 87% of firms are in the small size 
category (fewer than 20 workers); 80% of ACOA’s 
start-up clients fall into this category. The impact of 
ACOA programming is evident. The business survival 
rate for ACOA clients in the small category is 46% 
after the crucial fifth year following start-up. In the 


T T T T 
Year 1 Year2 Year3 Year4 Year5 


absence of ACOA support, the business survival rate 


Survival Year would have been 13 percentage points lower. 


ACOA’s Impact on Gross Domestic Product 

It is estimated that real GDP is $1.2 billion higher (in constant 1997 
dollars) in 2007 than it would have been in the absence of ACOA’s direct 
support of businesses. (Real GDP is the inflation-adjusted value-added of 
products and services produced in a given year in an economy.) 


The sector most affected by the Agency’s support is the manufacturing 
sector. In fact, about 50% of commercial projects supported by ACOA 
were in the manufacturing sector. Consequently, manufacturing output is 
$312 million higher in 2007 in Atlantic Canada than it would have been 
without ACOA’s support. 
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ACOA’s approach has helped create a business Total Impact on GDP 
: oe ($ millions 1997) 
environment that allows SMEs to become competitive and Sources: leiaver the Con is Canada Ge aera Agency; 
The Conference Board of Canada economic models. 
sustainable. As evidenced by the following examples, the 
Agency’s programs and initiatives have a direct impact on 


the success of SMEs. 


1200 _ 
1000 _ 


800_ 


C-Vision Ltd. 600 
Amherst, Nova Scotia 400 
C-Vision is an innovative, rural-based electronics and 200 - 


manufacturing company that demonstrates how an 


2003 2004 2005 2006 2007 
innovative company does not necessarily have to be 


located in a large urban centre to be successful. The company also 
demonstrates that innovation and productivity are the keys to remaining 
competitive. C-Vision is headquartered in Amherst, Nova Scotia, and 
employs a local workforce of approximately 95 people. It provides 
Original Equipment Manufacturers (OEMs) with printed circuit-board 


assembly, box build, system integration, prototyping and mock-ups, 
materials management, logistics and fulfillment. 


The company exports 
almost 90% of its 
products to markets 
around the world and 
competes successfully 
against suppliers in 
Asia and elsewhere. 

It is also a leader 

in environmental 
manufacturing — the 
second company in 
Canada to produce 
lead-free circuit boards. 


ACOA has worked with C-Vision to develop its products, markets, 

skills capacity and innovative capacity. Through projects under ACOA’s 
Innovation Skills Development Program, C-Vision has upgraded its R&D 
and technical project management capacity. C-Vision’s participation in 
ACOA-led trade missions — one to Paris and the other to Boston — have 
enabled the company to expand its market base and exposure. 
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— ait ann in 2007. C-Visionbecanad2-milliomk& Diproject, 
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Se ullls: si oe ph ite mest supported by ACOA’s Atlantic Innovation Fund, to 
cel nee ae produce Light Emitting Diode (LED) roadway lighting. 
world. However, with the right ; ; 4 ; ; 
LED lighting is energy efficient and has a longer life span 


people, systems and equipment, 


Atlantic Canada can compete. than conventional lighting. Cost savings of comparable 


We're living proof of that. systems can be as much as 85%. 

Chuck Cartmill The Lean Manufacturing Initiative 
Owner and Founder New Brunswick 

C-Vision Ltd 


In this reporting period, ACOA developed and implemented 
the Lean Manufacturing Initiative in New Brunswick. 

The objective was to help companies improve operational efficiency 

and address productivity challenges in order to improve their overall 
competitiveness. Results of a 2006 impact assessment indicated that 

the firms participating in this initiative showed significant growth, with 
an increase in the number of full-time employees, an increase in gross 
revenues, and an increase in gross revenues per full-time employee of 
more than $20,000. 


The Atlantic Canada Tourism Partnership 

In many instances, the Agency plays an important coordination role 
that results in effective partnerships in a specific sector of the Atlantic 
Canadian economy. An example of such a partnership is the Atlantic 
Canada Tourism Partnership (ACTP). 


The $20-million ACTP brings a regional, co-operative approach to 
promoting Atlantic Canada as a premier tourism destination in key 
international markets. The group is a nine-member, pan-Atlantic 
partnership consisting of ACOA; the provincial departments responsible 
for tourism in New Brunswick, Nova Scotia, Prince Edward Island, 

and Newfoundland and Labrador; and the four provincial tourism 
industry associations. 


Since its inception, this multi-member partnership has executed 
successful research-driven consumer advertising campaigns in key 
international markets such as New England, the Mid-Atlantic States, the 
United Kingdom, France, Japan, Germany, Austria and Switzerland. 
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Tourism marketing efforts undertaken by the ACTP have achieved 
significant results for Atlantic Canada. This partnership model works and 
the ACTP’s track record proves it. Its 2003-2006 international marketing 
investments generated $16.83 in tourism-related spending for every 

$1 spent on marketing. In 2007, the ACTP generated $87 million in 
tourism revenue for Atlantic Canada, or $17 for every dollar invested in 
international marketing campaigns. 


4.2 Innovation 

Innovation and stronger innovative capacity through research and 
development and the deployment of technology are fundamental to the 
region’s productivity and competitiveness. Atlantic Canada’s labour 
productivity, which is critical to increasing incomes and creating wealth, 
has historically been below the national level. This is partly due to 
industrial structure and partly to lower levels of investment in research 
and development, technology, educational attainment and worker training. 


One of ACOA’s key priorities is helping SMEs to increase productivity 
and improve their competitive position. Whether it is for a new business 
or the expansion or modernization of an existing one, the Agency invests 
in companies, thereby enabling them to make process improvements, 
reduce waste generation, acquire new technology, train their workers 
and develop managerial skills. Stronger businesses result in new 
investments in the region and contribute to employment creation and 
increased earned income. 


Labour productivity, which is estimated using the inflation-adjusted 

sales per worker, experienced stalwart growth from 2001 to 2005. More 
specifically, productivity increased by 6.4% per year for ACOA clients, 
while comparable firms experienced a decline of 0.5% based on Statistics 
Canada data. Moreover, sales of small and medium-sized ACOA clients 
have increased at a solid rate from 2001 to 2005, rising by an average 

of 4.7% per year. Comparable firms have averaged sales growth of only 
2.1% during the same time period. 


ACOA executes its innovation strategy through two programming tools: 
the Atlantic Innovation Fund (AIF) and the Business Development 
Program (BDP). Together, these programs support ACOA’s objective 
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of increasing innovative capacity, ultimately leading to productivity 
improvement. The five key areas of ACOA’s Innovation Strategy are: 
¢ Strengthening Innovation Systems; 
¢ Supporting Strategic Sectors; 
¢ Building Innovation Capacity; 
¢ Addressing Skills Gaps; and 
¢ Policy Development and Coordination. 


Strengthening Innovation Systems and 

Strategic Sector Support 

ACOA focuses on accelerating the development of knowledge-based 
industries and facilitating transition within traditional industries by 
increasing the region’s capacity to carry out leading-edge research and 
development. First established in July 2000, the AIF was designed for 
this purpose. An additional $300 million was committed to the fund in 
July 2005. An independent AIF Advisory Board, composed of regional 
leaders in business and academia, reviews all AIF proposals and provides 
recommendations to ACOA. 


The AIF invests in research and development and related initiatives, 
primarily in the natural and applied sciences. These initiatives must 
be directly linked to the development of technology-based products, 
processes or services that can be successfully introduced into the 
marketplace. 


In order to maximize the return on investment to Atlantic Canada, 
ACOA supports projects that offer the best opportunity for future growth. 
These projects are typically found in sectors where Atlantic Canada has a 
demonstrated competitive advantage and in emerging clusters of 
knowledge-based firms. These include information technology 

(notably geomatics and communications), ocean technologies, 
aquaculture, bio-technology, health and medical technologies, and 
environmental technologies. 


AIF investments also aim to strengthen the region’s ability to develop 
technologies that enable resource-based industries such as oil and gas, 
aquaculture and agri-food, fisheries, forestry and mining to upgrade and 
enhance their competitiveness. 
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An evaluation of the AIF program — intended to assess 
the progress to date, build on what was working well and 
identify areas for improvement — was completed in 2004. 
Among key findings, the AIF is: 
* leveraging additional investment in R&D for every 
dollar invested; 
* increasing R&D capacity in the region; 
* strengthening linkages within Atlantic Canada’s 
innovation system; and 
* promoting collaborative research and technology 
commercialization. 


Since April 1, 2003, via its Innovation element, the BDP 
has funded over 230 R&D projects, involving more than 
$70 million in assistance. It has supported more than 85 

technology adoption/adaptation projects involving more than $21 million 
in assistance. This financial support from ACOA has leveraged more than 


$245 million in investments from other sources. 


The commercialization potential of R&D in Atlantic Canada continues to grow. 
The AIF has been instrumental in helping to move R&D from the laboratory 
to the marketplace. In the five competitive rounds of the AIF program: 
° 627 proposals were received, requesting $1.96 billion in funding for 
projects valued at $3.7 billion. 
¢ 192 projects were approved, involving $521 million in AIF 
investments for projects valued at $1.2 billion. 
¢ The percentage of institutional projects (universities and colleges) 
with a private sector partner has increased significantly, from 67% in 
Round I to 92% in Round V. 


Clearly, the private sector plays the leading role in the commercialization 
of technology. Under the AIF, the proportion of commercially led 
innovation projects has, for the most part, increased markedly with 
successive rounds (it should also be noted that Round 1 occurred 
previous to the five-year reporting period 2003-2008): 

¢ 36% of Round I in 2002; 

¢ 46% in Round II in 2003; 

¢ 52% in Round III in 2006; 

° 66% in Round IV in 2007; and 

¢ 55% in Round V in 2008. 


Chapter 4: Enterprise Development Sil 


SIECVIOQN 2 


32 


Five-Year Report to Parliament 2003-2008 


The AIF investments in these commercially led projects 
are also leveraging significant financing from private 
sector partners and investors for the commercialization 
of technology, a key objective of the AIF. 


A complete listing of AIF projects approved to date can 
be found on ACOA’s website at http://www.acoa.ca/e/ 
financial/aif/index.shtml. © 


Building Capacity and Innovation Partnerships 
To encourage SMEs to build innovative capacity, the 
benefits of undertaking innovation activities must be 
effectively communicated. Key components must be 
well-linked and promote interaction among all players. 
Taken together, the region’s innovation system Is 
strengthened, leading to increased R&D and the delivery 


of products to the market. ACOA recognized that the region’s 


universities possess strong R&D capabilities and that a 
partnership with the private sector could lead to increased 
commercialization opportunities. The AIF program was 
designed to accelerate R&D within the universities, to 
encourage collaboration among them, and to facilitate 
partnerships between academic research and business 
development. By raising awareness of the benefits of 
undertaking innovation activities and by promoting 
improved interaction among the innovation players, 
ACOA has helped strengthen the region’s innovation 
system, resulting in partnerships between academic 
research and business development, increased R&D 
and commercialization of research. 


One such partnership is Springboard Atlantic. To assist 
regional universities in identifying and capitalizing 

on commercial activities, ACOA collaborated with 

14 universities and other stakeholders to create and 
sustain a technology transfer network that supports the 
commercialization of university research in Atlantic 
Canada. ACOA was acknowledged by the OECD in its 
2007 report, Higher Education and the Regions where 
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Research and development is 
growing in Atlantic Canada 

and ACOA is a significant 
contributor. From 2000 to 2004, 
spending on industrial R&D in 
Atlantic Canada grew from 
$132 million to $204 million. 

In 2004, spending on industrial 
R&D by ACOA clients 
represented a significant share 
of total R&D spending in 
Atlantic Canada, equalling 38%. 


(Source: Science, Innovation and 
Electronic Information Division, 
Statistics Canada) 


“Springboard members are 
finding that this way of working 
opens doors to allow large- 
scale collaborations and 
partnerships with industry, 

the venture capital community 
and public organizations 

such as the National Research 
Council,” said Dr. Axel Meisen, 
[former] President of Memorial 
University of Newfoundland 
and [former] Chair of the 
Association of Atlantic 
Universities. “Springboard also 
gives us a Seat at the table 

to develop national policy 
regarding innovation and 
technology commercialization. 
By uniting the resources of the 
universities in Atlantic Canada, 
we achieve the critical mass 
essential to success.” 
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the Springboard Atlantic initiative was underlined as a unique network 
for promoting research and its commercialization. The OECD noted 

that, through Springboard, knowledge “is mobilized for the benefit of 
economic development and to embrace the smaller universities that are 
unable to support a commercialization function.” According to the report, 
the AIF has “proven to be a catalyst in encouraging partnerships among 
businesses and the research community, including higher 


education institutions.” We're one of only six companies 
worldwide to have an RFID 


Following are several examples of ACOA clients that pa are per ners ID ea ne 


are successfully contributing to strengthening innovation 
systems in Atlantic Canada. Many of these firms have 


company (Microsoft), and we're 
the only one that has a wireless 
RFID reader. We are very proud 


benefited from more than one of ACOA’s programs in the of that and it gives us a lot of 
diverse aspects of innovation. visibility in the marketplace. 
Cathexis Innovations Inc. Steve Taylor 

St. John’s, Newfoundland and Labrador pEO eatia > innovation Inc 


Cathexis is a privately held firm that has made the 

challenging transition from a primary focus on research and development 
to a successful market-oriented operation. It is an excellent example of 
how ACOA can help with this transition. 


The company offers ID Blue, the world’s first mobile, Bluetooth-enabled 
Radio Frequency Identification (RFID) reader. RFIDs enable more 
efficient data collection and analysis, with applications ranging from 
inventory management to security control. 


ACOA first provided support for management and marketing 
development under the BDP. In January 2008, Cathexis was awarded 
$2.69 million under the AIF to further develop the ID Blue product. The 
$5.69-million project will involve R&D to introduce miniaturization, 
power management and advanced communications as well as RFID 
software opportunities. Notably, the project will involve global partners 
including Microsoft Corporation and the Centre of Excellence for Applied 
Research and Training in the United Arab Emirates. The company has 
also secured a major private equity placement of $2.5 million to assist in 
the financing of its growth and commercialization strategies. 
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IT Interactive Services Inc. 

Halifax, Nova Scotia 

IT Interactive Services Inc. (ITIS) is an example of an innovative, Internet- 
based company. It grew from a three-person, owner-operated enterprise 
employing 20 people with sales of $6 million to a company employing 33 
people with forecasted sales of $27 million. ITIS is a leading developer 
and provider of performance-based marketing services for the Internet. 
The company’s brands — including GenieKnows.com, GenieKnows.co.uk, 
and GenieKnowsGames.com — have become widely known and respected, 
offering users focused, category-based search results. 


ITIS is built on innovative technologies and has invested heavily in 
R&D. It has partnered with Dalhousie University to conduct R&D, and 
in 2007, it began a research project valued at more than $2 million and 
supported under the AIF to develop enhancements to one of its current 
technologies, GenieKnows.com. The enhancements will improve the 
user interface, providing more personal customization options. ACOA 
has also supported ITIS to enhance its productivity and marketing 
capacity through projects under the Business Development Program and 
Innovation Skills Development Initiative. 


Baader-Canpolar Inc. 


‘The time is right for this St. John’s, Newfoundland and Labrador 
food inspection technology,’ Baader-Canpolar Inc. (BCI) was incorporated in 1999 


says Paul Hearn, Managing 
Director of Baader-Canpolar 
Inc. “The key is in the software. 


as a joint venture between Canpolar East and Baader 
Canada Inc., specializing in food inspection systems. The 


iyhinelonronminer tente company’s vision inspection system, which incorporates 
Innovation Fund, we've been a patented technology, detects a range of defects 1n fish 
able to automate to a high level fillets and poultry. 
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of quality and safety in food 


products.” 


To meet emerging industry demands for higher levels of 
food defect detection, BCI made technical advancements 
in its core inspection technology through a combination of improved 
imaging techniques, software analysis and the addition of X-ray 
capabilities. In 2004 the company was successful in securing AIF 
support ($2.5 million) for the development and assembly of advanced 
food inspection systems. BCI works in partnership with Intelligent 
System Solutions, an independent Newfoundland and Labrador company 
specializing in intelligent system research. 
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With help from ACOA, BCI has been successful in bringing its research 
and development to commercialization. The company officially launched 
its poultry inspection technology at the international poultry show in the 
United States, in February 2007. 


BioVectra Inc. (formerly known as Diagnostic Chemicals Limited) 
Charlottetown, Prince Edward Island 

BioVectra Inc., initially a home-based business that manufactured 
small amounts of a specialty chemical known as INT dye, has grown 
considerably in size and product development since it first began 
operations in 1970. The company that Dr. Regis Duffy founded became 
one of the world’s leading developers and manufacturers of high- 
value chemical reagents and analytical kits for doctors, laboratories 
and hospitals across North America, employing over 200 people and 
producing no fewer than 200 products. Sales for the year ending 
August 31, 2007, exceeded $36 million. 


“Thanks to ACOA investments, 


BioVectra has been a role-model ACOA client and has rey 
BioVectra Inc. Is in a greater 


benefited from a number of ACOA programs. ACOA’s 


position to more fully service 


overall investment in BioVectra amounts to almost the biopharmaceutical industry 
$8 million against total project costs of over $26 million, worldwide,” said the company’s 
and BioVectra has fulfilled its obligations on payback of founder and chairman 

the ACOA investment and employment creation. Regis Duffy. “With enhanced 


manufacturing capabilities 


: ; d t to devel 
In December 2007, all assets of BioVectra’s diagnostic RRA coke 


division were sold to Genzyme Corporation and Genzyme Monreneheehern able tor mest 
Diagnostics PEI Inc. The large biotechnology company has _jncreased demand from both 
a keen interest in expanding its presence in PEI’s growing new and existing customers.” 


pharmaceutical products, the 


bioscience cluster. 


BioVectra Inc. continues to build its capacity and move into novel, 
strategic areas of business development. For example, one of its AIF 
projects, PEGylation of Biomolecules, is approximately 90% complete 
and BioVectra has already successfully developed and manufactured 
products having considerable sales potential. 
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Addressing Innovation Skills Gaps 

To address skills gaps, ACOA provides support for managerial 
and technical skills development required for SMEs to implement 
productivity improvement measures and manage 


From 2003 to 2006, ACOA innovation projects. The Innovation Skills Development 
funded nearly $30 million in 450 Initiative (ISDI), introduced in 2000, was designed for this 


ISDI projects to: 


purpose. A 2005 evaluation of the ISDI concluded that the 


* enhance SMEs’ innovation 


and technology management 


program helped to augment business skill levels among 
the region’s SMEs. 


capabilities; 

* increase the region’s pool of 
experienced technology man- Building on this success, and given the strong demand 
agers and technical expertise; for assistance for innovation, the Agency launched the 
and 


- retain more qualified science 
and technology graduates, 
linking them with SMEs in 


the region. 
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Productivity and Business Skills Initiative (PBSI) in 2006. 
This initiative broadens the scope of the ISDI by investing 
in the development and recruitment of better business 
skills, in addition to technical skills. In the first year, over 
165 projects were funded involving more than $6 million 
in assistance. 


Green Imaging Technologies Inc. 

Fredericton, New Brunswick 

ACOA’s productivity and business skills investments have allowed 
companies such as Green Imaging Technologies Inc. (GIT) of 
Fredericton, New Brunswick, to become investor-ready and raise the 
commercialization capital required to launch state-of-the-art Magnetic 
Resonance Imaging (MRI) technology for the petroleum industry. 


This technology will offer the petroleum industry a faster, less expensive 
technology with which to perform reservoir core testing measurements. 
The result will be increased and better information that will reduce 
uncertainty for drilling plans. 


Since the product launch in September 2007 at the International 
Symposium of the Society of Core Analysts, GIT has received a number 
of requests for proposals from oil companies worldwide. In addition, 

the company is in discussion with the largest core testing equipment 
manufacturer in the world for possible inclusion of the GIT technology in 
its equipment. 
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4.3 Trade/Investment 


Trade 

ACOA’s trade objective is to increase export capacity and sales of SMEs 
in Atlantic Canada. The Agency helps to prepare new exporters to access 
international markets and provides current exporters with the support 
required to maintain and increase their exporting capabilities. ACOA 
utilizes a variety of programs, activities and partnerships, which covers 
the length of the export continuum, beginning with export-readiness. 


ACOA’s strategy for strengthening the export performance of SMEs in 
the region is based on four main elements. The first element, awareness, 
promotes exporting as a growth strategy for SMEs. It enhances their 
knowledge of trade issues and opportunities, and ensures that customers 
in export markets are aware of the capability of Atlantic Canadian SMEs. 
The Agency works with Foreign Affairs and International Trade Canada, 
the four Atlantic provincial governments and key industry stakeholders 
to promote export awareness and support regional initiatives such as the 
Team Canada Atlantic market awareness sessions. 


The second element of ACOA’s trade development strategy is trade 
education and business skills development within SMEs. The Agency 
supports training and mentoring activities tailored to the specific 
requirements of existing and potential exporters. These activities also 
help to develop a network of capable trade consultants in the private 
sector who work with SMEs in the region. 


Between 2003 and 2008, the Agency funded over 660 export 
development projects for SMEs through initiatives such as the Export 
Partnering Program in New Brunswick. This program provided 
mentoring, training and in-market experience for more than 

50 New Brunswick firms. 


The third element of the strategy, capacity building, assists companies in 
undertaking international market expansion and product development. 
The Agency undertakes trade analysis and research in collaboration with 
federal stakeholders, including Canadian missions abroad, and has been 
active in the organization of trade missions to select U.S., European and 
Asian markets. Sectors of focus have included aquaculture and seafood 
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for Europe and China; aerospace and defence opportunities in Europe; 
and technology and venture capital partnerships in the United States. 


The fourth element of ACOA’s trade development strategy concerns 
the policy, advocacy and coordination activities. Through its advocacy 
activities, ACOA works to ensure that Atlantic Canada’s economic 
interests are reflected in Canada’s trade policies and programs. 


LuminUltra Technologies Ltd. is a New Brunswick business whose 

development has benefited from access to ACOA’s trade and investment 

programming. 

LuminUltra Technologies Ltd. 


: ; The opportunity to participate 
Fredericton, New Brunswick 


in the Export Partnering 


LuminUltra’s participation in the Export Partnering Program, and especially the 
Program in 2006 enabled the company to make significant experience we gained from the 
inroads into the U.S. market. The company specializes EP [Export Partnering] trade 
in biological monitoring technologies that detect and mission to Boston, has been 


measure micro-organisms in water. Biological monitoring Die Tet ese ey ule 

: : ; of market opportunities for 

of water is fundamental to protecting public health and the ; : 
LuminUltra in New England. 


environment. The Export Partnering Program, an initiative I must say that the federal 


of the Atlantic Investment Partnership, is designed to help government's resources, which 
SMEs acquire the skills required to become export savvy were made available to us 
and enter strategic international markets. through the Canadian Consul 


and ACOA, were nothing short 


The company received an order in July 2007 from one of of fantastic! 


the largest water and wastewater utilities in the U.S. —a Phil Whalen 


direct result of a meeting that was facilitated during an Over CiminLiltrs 


ACOA trade mission in May 2007. psi) tog pada als =~... nn 
Major Accomplishments over the 2003-2008 period 

The Atlantic Trade and Investment Partnership, which was announced 

in May 2002, has provided support for Team Canada Atlantic 

missions, sector export strategies, trade and education 


25 sector export strategies skills development, export internships and tourism 
have been developed since the development. 

beginning of the Atlantic Trade 
and Investment Partnership 

in 2002. 


Team Canada Atlantic trade and investment missions 
(TCA) have enabled an estimated 531 companies to meet 
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more than 3,665 buyers, agents and business owners in 
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the United States. As a result these companies have generated in excess 
of $45 million in immediate sales. The missions place particular emphasis 
on markets on the eastern seaboard of the United States. Typically, up 

to 40 exporting businesses, drawn from a variety of sectors, take part in 
these events. In the 2003-2008 (April 1, 2003 to March 31, 2008) period, 
ACOA led seven trade missions that resulted in over $14.32 million in 
immediate-export sales. 


The International Business Development Agreement is a partnership 
between the federal government (ACOA, Industry Canada, and Foreign 
Affairs and International Trade Canada) and the four Atlantic provincial 
governments. The Agreement supports a variety of trade development 
activities. Between 2003 and 2008, over $4.6 million was invested in 
approximately 500 companies. A recent client survey reported: 

¢ 27% started exporting to new markets; 

¢ 40% increased their volume of exports to existing markets; and 

¢ 18% identified new markets for export growth. 


The Business Development Program (BDP) provides support to SMEs 
including support for marketing plans and activities. Between 2003 and 
2008, over $99 million was invested in SMEs to help them meet export 
market opportunities; this has helped 53 firms to become first-time 
exporters. 


Since 2003, more than 4,000 firms have increased their export readiness. 
Export readiness represents the first step in the export continuum 

leading to export sales. Once companies become export ready, they are 
positioned to expand through sales to export markets. The Agency’s work 
in promoting and developing export readiness has enabled Team Canada 
Atlantic missions to engage over 230 Atlantic SMEs in the period 
2003-2007. These missions, implemented in 1999, have enabled 
approximately 490 firms from Atlantic Canada to generate more than 

$41 million in immediate sales. 


According to Statistics Canada data, exports by small and medium-sized 
ACOA clients increased from $537 million in 2000 to $959 million in 
2005. This represents an average growth in exports of 12.3% per year. 
Exports for comparable firms declined from $1.1 billion to $811 million 
during the same time period, falling by an average of 5.9% annually. 
ACOA plays an important role in terms of exports by SMEs, as ACOA 
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clients accounted for 54% of exports by all of Atlantic Canada’s SMEs 
in 2005. 


Atlantic Turbines International Inc. 

Summerside, Prince Edward Island 

Atlantic Turbines International Inc. performs maintenance, repair 

and overhaul services to turboprop and turbofan engines and engine 
components for the aviation and aerospace industries. Established in 
1992, the company has expanded from its initial focus on the Pratt & 
Whitney PW100 series turboprop engines to acquiring its first repair and 
overhaul licence for a jet engine, with the Pratt & Whitney JTI5D, a 
3,000-pound thrust engine. 


In 2002, the company received AIF support to undertake the research 

and development initiative known as Centre of Repair Excellence, which 
is designed to position the business as an international leader in gas 
turbine engine maintenance and repair. Atlantic Turbines has continued to 
develop its export business and participated in the ACOA-sponsored trade 
and technology mission to the United Kingdom in 2004 and the Paris Air 
Show in 2005 and 2007. 


With assistance from ACOA’s AIF, the company has successfully met 
growing customer demand. It now employs more than 300 people and 
derives 80% of its revenues from exports. 


Brian Thompson, president of Atlantic Turbines International Inc. 
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4.4 Foreign Investment in Atlantic Canada 

Foreign direct investment (FDI) is a competitive area that offers 
important economic benefits for Atlantic Canada. FDI plays a significant 
role in strengthening economic development, the development of business 
clusters and the industrial critical mass required to compete in the global 
economy. Between 2004 and 2006, foreign investment firms accounted 
for 33.6% of all investment in capital and equipment in Atlantic Canada, 
representing an investment of $27 billion. 


ACOA’s investment strategy is designed to increase international 
awareness of the region as a profitable business location for investment 
and to provide opportunities for foreign investment in Atlantic Canada. 
The strategy focuses on four areas. 

1. Investment research — identification and analysis of key factors 
influencing investment location decisions by foreign corporations, 
and the analysis of major trends and developments in the 
international investment community. The Agency also participates in 
national studies on foreign investment. 

2. Market intelligence and information dissemination — tracking trends 
and developments in foreign investment, and making this information 
available through investment bulletins and training sessions. 

3. Awareness and promotion — tools such as marketing campaigns and 
outreach events. 

4. Investment partnerships — coordination of federal/provincial initiatives. 


Activities designed to respond to the investment strategy include the 
following. 

¢ Supporting research to address the limited data available on foreign 
investment and its impact on Atlantic Canada. An example is the 
research completed by the Atlantic Provinces Economic Council 
(APEC), Attracting the Big Bucks: Foreign Investment in Atlantic 
Canada (2005). 
Raising the profile of Atlantic Canada in the U.S. and European 
investment communities by investing nearly $2 million in the last 
five years in awareness and promotion activities. Furthermore, 
the establishment of the Pan-Atlantic Investment Coordination 
Committee created a vehicle for pooling resources with federal and 
provincial partners to create critical mass in investment marketing 


and development activities. 
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Between 2003 and 2006, Canada experienced an increase 
of 10% in FDI projects, with the service sector overtaking 
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manufacturing. In addition to the United States, which 


continues to be a major source of FDI in Canada, 


Europe and Asia have become important sources of 


investment. Atlantic Canada has begun to see gains in 


strategic areas such as business process outsourcing, IT 


and financial services. 


Atlantic Canada remains the 
most cost-competitive region 
for investment based on 
KPMG’s in-depth international 
study. The Agency has worked 
to ensure that Atlantic Canada 
is included in the report. 


4.5 Entrepreneurship and Business Skills Development 
To help foster business growth within Atlantic Canada, 


ACOA invests in activities that help to create an 


entrepreneurial climate where self-employment is 


considered a viable career option and business skills 


development is part of the business culture. This strategy 


helps to ensure that there are more entrepreneurs and, 
equally importantly, that owners of SMEs are better 
positioned to have their businesses survive and grow. 


“| sought out the services of 
Entrepreneurs’ Forum because 

| was dealing with several 
challenges within my small 
business,” said Steve Howatt, 
President and founder of 
Atlantic AgriTech Inc., a 
successful agriculture research 
company based in New Glasgow, 
Prince Edward Island. “I feel my 
session was one of the most 
beneficial and rewarding 
activities | have taken part in 
relating to the management 

and running of my business. 

I received a tremendous amount 
of information and advice, and 
fully intend to implement many 
of the suggestions into my 
business over the coming weeks 
and months.” 


$44.2 million was invested 

in entrepreneurship and 
business skills development 
projects through the Business 
Development Program 

(April 2002 to October 2007). 


Since the Agency’s creation, ACOA aims to increase 


the number of Atlantic Canadian entrepreneurs. To 


achieve this, investments are made primarily through 


contributions to non-commercial organizations, such as 


business associations, economic development associations 


and educational institutions, which in turn, undertake 


activities that foster entrepreneurship and business skills 


development. The primary initiatives supporting these 


investments are the Young Entrepreneur Development 
Initiative (YEDI) and the Women in Business Initiative (WBI). 


The Entrepreneurs’ Forum helps entrepreneurs to 
enhance their management skills. ACOA, along with the 
National Research Council of Canada and the provinces 
of Nova Scotia, Newfoundland and Labrador, and 

Prince Edward Island, provides financial support to this 
initiative, which helps knowledge-based companies 
access business advice from a large network of volunteer 


business professionals. 


Chapter 4 


Enterprise Development 


Sy EG INTOUN 


Organized for Results 


Since 2003, over 900 volunteer advisers have spent more than 6,200 
hours assisting over 650 individuals involved in starting and growing 
companies. Further, the latest client survey reported that 92% of clients 
feel that they could not have received this quality of advice elsewhere, 
and 88% of clients found the advisory sessions useful or very useful. 


Increasing the Competitiveness of Women Business Owners 


Maria Matthews, founder and president of Vision, The Atlantic Canada Co. 


The Agency invests in customized programming to increase the 
competitiveness of women business owners in Atlantic Canada. ACOA’s 
Women in Business Initiative (WBI), established in 2002, 
provides funding to business support organizations that 
help women to grow their businesses. Financing, training 
and encouragement to explore international markets, and 


Since 2002, ACOA has 
contributed more than 
$16 million to not-for-profit 
organizations in support of 
developing innovative ways to do business are some of the women entrepreneurs. 


services provided through this initiative. 


An evaluation of the WBI in 2004 found strong support among women 
entrepreneurs for the projects and services funded by the initiative. 

In fact, 89% of the respondents placed high value on the business 
counselling services offered. Overall satisfaction with the WBI was 84%. 
Among the positive program features indentified by WBI clients are: the 
professionalism of staff, accuracy of information, scope of geographic 
coverage and access to detailed needs assessment. 
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ACOA’s work to support women in business is captured in a range of 
activities the Agency has pursued in the last five years: 


“These women business owners ¢ Assistance to five Atlantic Canadian business support 


alae fee se on C0 organizations to provide women entrepreneurs 
pds ae organizes throughout Atlantic Canada with business planning, 
by the Canadian Manufacturers Hi d a -t. In. 2006-2007 
Riegorem CMEmeoecnt counselling and mentoring support. In - 


ihe hezcOnAtaaue Conse alone, these organizations conducted approximately 
emerging new entrepreneurs,’ 4,200 business counselling sessions with more than 
said Ann Janega, Vice-President 1,800 women. 

of the CME Nova Scotia ¢ Various business skills development activities targeting 


Division.“ Their companies Have women entrepreneurs, such as workshops, conferences 
tremendous growth potential 
and the CME is committed 


to helping them take their 


and networking events. Collectively, participation levels 
exceeded 3,700 in 2006-2007. 

place among Canada’s leading Since 2003, more than 550 women entrepreneurs have 
manufacturers and exporters.” accessed financing they would normally not have 


qualified for due to lack of equity and/or collateral. 


New Brunswick Association of CBDCs — Women in 

Business Initiative 

With financial assistance from ACOA’s WBI, five development officers 
located throughout the province work with women business owners to 
help them access expert business advice, information, mentorship and 
support; acquire information on financing; identify ways to enhance their 
innovation and export capacity; and participate in training, professional 
development and networking opportunities. 


The success of this ACOA-supported network is demonstrated by the 
local women business owners who have been recognized as exceptional 
entrepreneurs. In 2005, Andrea Fuenekes, President of Remsoft in 
Fredericton, New Brunswick, was named RBC Canadian Woman 
Entrepreneur of the Year for Innovation. Lily Durepos and her partner 

at Alliance-Assurance, in Grand Falls, New Brunswick, were named 
Atlantic Entrepreneur of the Year in the Services category at an Ernst and 
Young awards ceremony in 2006. 


Encouraging Young Atlantic Canadian Entrepreneurs 

To enable more young Atlantic Canadians to start and grow businesses, 
ACOA focuses on activities that provide them with hands-on learning, 
such as entrepreneurship courses and workshops, business planning 
competitions, summer business venture programs, and youth business camps. 
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ACOA’s Young Entrepreneur Development Initiative 
(YEDI) is designed to expand and enhance the 
entrepreneurship training, information and support 
services available to Atlantic Canadians under the age of 


to support YEDI's goals and 35. ACOA provides financial support to not-for-profit and 


objectives. 


non-commercial organizations to develop projects and 
programs that help young people to start and build these 
businesses. 


Survey results obtained in a 2004 evaluation were positive. Many youths 
started businesses after attending a YEDI-funded activity. Respondents 
reported: 

¢ high satisfaction with the project’s activities; 

¢ improved financial management of their businesses; 

* increased ability to sustain their businesses; and 

¢ increased growth in their businesses. 


The following examples illustrate ACOA’s contribution to the 
development of youth entrepreneurs. 


Young Millionaires Program 

Prince Edward Island 

The Young Millionaires Program, which has a successful 
track record dating back to 1992, provides an opportunity ‘This program gives our youth 
for Prince Edward Island’s youth between the ages of AG IGUICE: GP Sao UTE SU IU AN 
eight and 16 to start their own businesses by supplying 
them with seed funding. The program aims to spark the 


business opportunities that 
exist here on the Island,” said 
Norman Gallant, Chairman 


entrepreneurial spirit of PEI’s youth, and give them a first- of the Central Development 
hand experience of business opportunities that could exist Corporation. ‘What an exciting 
within their own communities. Aspiring entrepreneurs way for them to learn about 
attend various workshops to learn about the fundamentals what their futures can hold.” 


of owning and operating a business. 


The program receives financing from ACOA, the provincial government, 
and the Central Development Corporation (CDC). The CDC administers 
the Young Millionaires Program in conjunction with Active Communities 
Inc., Resources West Inc., La Société de développement de la Baie 
Acadienne, and the PEI Business Development Corporation. More than 
500 creative youth businesses have been set up since 2003. 


Chapter 4: Enterprise Development 45 


SECWUNION 2 


46 


Five-Year Report to Parliament 2003-2008 


Students in Business 

Nova Scotia 

The Students in Business (SIB) initiative was started in 2004 with 
financial support from ACOA, Enterprise Cape Breton Corporation 
(ECBC) and the Nova Scotia Department of Economic Development. 
SIB’s objective is to develop entrepreneurial skills and interest among 
younger people throughout Nova Scotia. The program offers a maximum 
of $5,000 in loan assistance for each business set up by students between 
the ages of 15 and 35 who are currently attending or planning to return to 
a recognized educational institution. 


Since 2004, the program has provided 256 loans to students, resulting in 
the creation of 342 full-time equivalent jobs province-wide. Of the 
$1.03 million in loans invested in businesses established under this 
initiative to date, approximately $42,000 or 4.1% has been written off, 
which is a very low failure rate given the level of risk. 


The SIB initiative is delivered by the Community Business Development 
Corporations (CBDCs) and the Centre for Entrepreneurship Education 
and Development (CEED), with financial support from ACOA, ECBC 
and Service Canada. 


ACE Memorial 

St. John’s, Newfoundland and Labrador 

Advancing Canadian Entrepreneurship (ACE) Inc., a national 
organization for entrepreneurship training and education, supports 
Canadian entrepreneurship by organizing and motivating teams of 
university and college students to practice and teach the principles and 
values of entrepreneurship. 


In Newfoundland and Labrador, ACE Memorial was established in 

1992 and involves more than 70 students from Memorial University of 
Newfoundland’s Faculty of Business Administration. ACE Memorial 
has become one of the strongest ACE teams in the country, earning an 
impressive second-place finish in 2007 at the Students in Free Enterprise 
(SIFE) World Cup in New York City. This competition included 43 
countries with more than 1,500 teams worldwide. 


Chapter 4: Enterprise Development 


SEC PON, 4 


Organized for Results 


ACOA’s 2007 investment in ACE Memorial is helping 
to finance various activities including Launch Pad, a a omeu ery ord on 
business incubation centre to help students build successful el ee ee 
businesses and community events. More recently, ACE 
Memorial received additional financial support to provide 


projects and are very proud of 
what we've achieved,” said ACE 
Memorial President Heather 


training sessions in the areas of accounting, marketing Comerford. “The Students in 
and human resources to a local community development Free Enterprise World Cup 
organization in Port Hope Simpson, Labrador. allowed ACE Memorial to 


showcase our work on an 


ACOA’s strategy for increasing business skills development DTTC ee 


: : : absolutely thrilled with our 
has met with excellent results in the tourism sector. 


performance. This is the highest 


any Canadian team has ever 


Since 2000, ACOA, in co-operation with the Tourism 
Industry Association of New Brunswick, has led 68 Best 
Practices missions involving more than 557 industry representatives. 


The missions focused on educational seminars and tours of successful 
operations outside of Atlantic Canada that offer high-quality tourism 
experiences. The missions are designed to provide Atlantic Canada’s 
tourism businesses, along with government officials at the federal, 
provincial and municipal levels, with an opportunity to learn from 
leading-edge operators offering products, destinations and experiences 
similar to their own. Participants have reported that the missions have 
helped them by providing valuable opportunities to share ideas, strategies 
and concerns with other groups and people at various stages of tourism 
development. 


4.6 Financing Continuum 

In Atlantic Canada, enterprises do not have access to the diversity of 
financing options that exist in larger centres. SMEs often experience 
difficulties in obtaining financing due to a variety of factors including 
under-capitalization, assessment of risk by lenders, as well as financing 
gaps that are often associated with business financing in rural areas. 


In association with public and private sector partners, ACOA works with 
the financial community to overcome these impediments to business 
growth and to help fill the financing gaps. The Agency helps to ensure 
the availability of a continuum of financing so that companies can access 
the financing they require at all stages of their life cycle. ACOA works to 


Chapter 4: Enterprise Development 47 


SELON 2 Five-Year Report to Parliament 2003-2008 


complement the role of angel investors, venture capital firms and public 
offerings in equity financing; it intervenes by fostering the development 
of adequate debt financing from commercial banks, credit unions and 
other lending institutions. 


Business Development Program — 2003-2008 Activity 


Project Type Number of Projects Approved ACOA Total Project Costs 
Funding ($ millions) ($ millions) 

Start-ups 238 65.8 5924 

Expansions/Modernizations 915 1473 4595 

Total 1,153 213.1 831.7 


ACOA continues to complement private funding through the Business 
Development Program (BDP), which provides direct assistance to SMEs 
for a variety of purposes — start-ups, expansions, marketing, training, 
productivity and quality improvement — where funding cannot be 
obtained through conventional financing. 


In 2004, ACOA approved a $10-million contribution toward the 
establishment of the GrowthWorks Atlantic Venture Fund to re-energize 
the venture market in Atlantic Canada. The fund is a labour-sponsored 
venture capital corporation that raises money through offering shares to 
local investors, who benefit from tax savings offered under federal and 
provincial tax regimes. The fund invests this capital in promising business 
ventures based in Atlantic Canada, thereby maximizing their innovation 
and growth capabilities. 


ACOA has also partnered with the First Angel Network Association, 

a not-for-profit organization created in 2005 to help bridge the 

gap in Atlantic Canada between entrepreneur and capital through 
communication, education and networking. The network represents 

a new source of equity capital for qualified entrepreneurs whereby 
wealthy individuals can invest in interesting local business opportunities. 
By funding strategic projects such as a GrowthWorks Atlantic, angel 
networks and microcredit initiatives, ACOA is fostering the development 
of the financial markets in Atlantic Canada. 


The most recent evaluation of the BDP found that for every dollar 
invested, the GDP impact is $7.50. Net benefits to the taxpayers also 
showed positive results. For every dollar invested, the net returns to the 
taxpayer are more than two dollars. 
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These investments have led to numerous successful business expansions 
and modernization, such as BWS Manufacturing Ltd. (BWS). 


BWS Manufacturing Ltd. 

Centreville, New Brunswick 

BWS manufactures a wide variety of trailer and truck bodies for use 

in the forestry, mining and construction industries. In 2003, ACOA 
supported the company to conduct a diagnostic review of its operations, 
which at that time were producing significant losses. This situation was 
creating difficulties for the business in terms of the financing required to 
make necessary improvements. 


Since 2003, the Agency has invested over $200,000 in BWS, enabling the 
company to finance expansion and modernization, and to undertake lean 
manufacturing and training initiatives. 


As aresult of these investment initiatives, BWS has seen an 85% increase 
in revenues since 2003, leading to a profitable position in 2007. ACOA’s 
role in business financing for BWS has enabled the company to continue 
as an important rural business with over 80 employees. 


4.7 Access to Business Information 

Atlantic Canadians interested in starting or growing a business need 
convenient access to information on government regulations, programs 
and resources. Typical questions relate to business start up, business 
planning, securing financing, market research, human resource 
management, international trade, and protecting intellectual property. 
ACOA is a partner in Canada Business, a government information service 
providing a single point of entry for businesses and start-up entrepreneurs 
in Canada. In Atlantic Canada, service centres are managed by ACOA and 
are located in each provincial capital. They are complemented by satellite 
network sites located in rural communities. 


The service centres offer free services including access to market research 
databases, sample business plans and guides to information sources. 

The services provided by Canada Business have been instrumental in 
helping SMEs such as Wellness Forever Natural Products and Grondin 
Ventilation. 
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Wellness Forever Natural Products 

Halifax, Nova Scotia 

Jack Pelley is a great example of an entrepreneur helped by Canada Business. 
Mr. Pelley had an idea for a business. He had discovered the health benefits 
of hemp seed oil, especially for treating Type-2 diabetes. After having the 
hemp seed oil tested at a federal research station, he had it encapsulated 

and administered to a control group. When this research and development 
achieved consistently positive results, Mr. Pelley decided to explore his 
entrepreneurial options. This led him to his local Canada Business Centre 

to collect information on how to start a business. The Centre’s staff pointed 
him toward relevant resources in the on-site library and helped him to 
acquire the information and contacts he needed to get his business underway. 


Mr. Pelley now owns and operates Wellness Forever Natural Products, 
the company that distributes Rx.Healthtyme. Besides its benefits 

for Type-2 diabetics, the product offers other health benefits, such 

as improving blood pressure and cholesterol levels, and increasing 
metabolism. Since 2003, the company’s sales have tripled. 


Grondin Ventilation Inc. 
Saint-Jacques, New Brunswick 
Grondin Ventilation Inc. designs, manufactures and installs We're also using the market 


customized ventilation solutions. When standard equipment research as part of our business 
; . case to attract investors. It’s 

no longer met the company’s requirements, the owners 
; been a big help to us along 
decided to design and build their own equipment. The company 


was able to obtain market research assistance from Canada pupae 

Business to prepare its product for commercialization. The Jeammy and Bruno Grondin 
result is a Computerized Numerical Control plasma cutting Grondin Ventilation Inc. 

table, which is fully competitive in the marketplace. a eS et 


Canada Business: Exemplary Client Service 

Canada Business was recognized in 2004 with the United Nations 

Public Service Award in the category of “Improvement of Public Service 
Results.” Its success is further acknowledged by a national 
2004 United Nations Public client survey completed in 2006-2007. Survey results 
Service Award presented to showed that 85% of those using the services were satisfied 
with the quality of the information received, and 87% of 
respondents reported that the staff at the centres “went the 
extra mile.” Significantly, 55% of respondents indicated that the service 
helped them in the process of starting a business. 


Canada Business. 
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Chapter 5 


Community Development 


5.1 Overview 
Strong communities are the foundation of Atlantic Canada’s social and 
economic fabric. 


The Agency supports Atlantic Canadian communities in their efforts to develop 
the resources they need to take full responsibility for their own economic 
development. This approach to community development is based on the 
principle that the problems facing communities, such as unemployment and 
economic instability, can best be addressed through a bottom-up process. 


To this end, ACOA has developed effective partnerships with local 
communities and a network of locally based organizations to ensure their 
participation in planning and decision-making. ACOA’s collaborative 
approach not only engages local communities, but also enlists the 
co-operation of all levels of government. Drawing on local strengths, 
creativity and resources, all stakeholders address the economic 
opportunities and challenges facing these communities together. 


Community development has emerged as an important means of fostering 
economic diversification in Atlantic Canada. The Agency invests in 
initiatives that provide the best value for investment while addressing 


community priorities. 


5.2 Community Development Resources 

Local economic development strategies identify specific sectors as foundations 
for sustainable growth. Accordingly, the Agency works with community 
partners to develop local plans for key sectors, to promote capacity building 
in support of these sectors, and to invest in strategic projects within the sectors. 
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To support community development effectively, ACOA has created a 
network of local and district offices, providing 36 points of contact with 
community development partners across Atlantic Canada. To fill the gaps 
in the community development model, ACOA also supports other key 
community economic development organizations such as the Regional 
Economic Development Organizations (REDOs), which are located 
throughout the region and directed by the communities themselves. 


ACOA, in partnership with the provinces and local 
Atlantic Canada’s 52 REDOs 


overnment, provides the underpinning of operational 
are mandated to promote local e P P S P 


Seanomie der opment iireten resources to REDOs across Atlantic Canada. The primary 
community development and objective of REDOs is to mobilize economic development 
strategic planning. at the local level and to foster citizen input to the creation 

———— ose Ol a local development sttategy. [he strategy canibeas 

varied as skills and learning initiatives, regional promotion, investment 
and tourism development. There are 52 REDOs involved in economic 
development planning and coordination in Atlantic Canadian 
communities. Each is governed by a volunteer board of directors and 
managed by professional staff. 


5.3 Community-Based Business Development 

ACOA’s role in community-based business development is undertaken 
in collaboration with 41 Canada Business Development Corporations 
(CBDCs) located throughout Atlantic Canada. The CBDCs represent a 
vibrant network of local business and are accountable to ACOA through 
funding agreements. 


The Community Futures Program is one such funding 
arrangement. The program provides operational and Seed Capital Program lending 
capital funding to 41 CBDCs, located in rural communities abet bat ae eal a)? 
and run by volunteer boards of directors. This model is 
based on the principle that local decision-making by 


invested in nearly 3,000 loans. 


community members empowers communities to take charge of their own 
economic development. The CBDCs support rural Atlantic Canada in the 
creation, expansion and modernization of SMEs by providing financial 
assistance in the form of loans, loan guarantees and equity financing to 
entrepreneurs or those persons wishing to start an enterprise. ACOA 
administers over $12 million annually to finance the operating costs of 
the CBDCs through the national Community Futures Program. 
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The CBDCs have invested $257 million in 9,000 loans, th 
with an additional $262 million leveraged over the last five SEE Se uonomous,} olunteer: 

years. These contributions permit the CBDCs to provide 
an essential source of investment capital that focuses on 


led organizations providing 
investment capital, micro-credit 
loans, business counselling and 


rural small business development, as well as business business skills development in 
counselling and skills development. ACOA also works with rural areas, focusing on small 
the CBDCs to assist Atlantic Canadians through the Seed and medium-sized enterprises. 


Capital Program. Under the program, young entrepreneurs —_—$_$—$—$—$—$—<— — — ——— — 
may seek an unsecured personal loan with flexible interest and repayment 

terms to start or expand their businesses, and they may receive business 

training and counselling. An evaluation of the Seed Capital Program in 

March 2004 confirmed the need for the program, noting that it combines 

key elements of financial, training and mentoring support needed by 

young entrepreneurs. 


ACOA has created new ways to provide an ongoing source of investment 
capital for local business owners. In May 2000, the Atlantic Canada 
Community Business Investment Fund (ACCBIF) was created as a 
regional credit facility. The CBDCs borrow from the ACCBIF and re-lend 
to small business clients. To date, ACOA has contributed $15.6 million to 
the fund. As a result of this contribution, combined with capital investments 
from the CBDCs, the value of the fund now exceeds $25 million. 


In March 2004, a fund was created to support the development and use of 
technology for small business in rural Atlantic Canada. The Technology 
Development Fund, a community-based, $7-million revolving fund, 
provides unsecured loans to small and medium-sized businesses for a 
period of up to five years. 


ACOA’s strategic alliance with the CBDCs has helped to establish an 
effective community-based infrastructure while making government 
services more accessible. The following two examples demonstrate how 
this partnership helps Atlantic Canadian entrepreneurs and communities. 


Fibre-Isle International 

Mont Carmel, Prince Edward Island 

The need for more Island-made products provided two Island entrepreneurs 
with the inspiration to start their own business. In May 2007, after many 
years of planning and research, Sylvie Toupin and Jacques Arsenault 
opened Prince Edward Island’s first yarn-manufacturing facility. They 
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specialize in taking high-quality yarn made from bison hair and turning 
it into customized products, such as scarves, shawls, mittens and socks. 


The partners approached CBDC Central PEI for financial support in 
December 2006 and received investment support from the Small Business 
Loan and Seed Capital programs. The funding helped Fibre-Isle International 
purchase high-tech equipment used to convert the bison hair to yarn. 


CBDC Central PEI has also supported a training program to help the 
company develop accounting and bookkeeping skills. As a result of local 
enterprise and initiative, a unique business has been launched, adding to 
the economic diversification and stability of Mont Carmel. 


Genoa Design 

Conception Bay, Newfoundland and Labrador 

Genoa Design exemplifies how ACOA’s alliance with Atlantic Canadian 
CBDCs has benefited local business development. The company was 
developed by Leonard Pecore, a naval architect who, in 1995, began 
working as a consultant from his home in Conception Bay South. 


Within a few years, Genoa Design was landing long-distance contracts 
and began taking a more international direction. Darren Letto, a former 
classmate and old boot camp buddy of Leonard’s joined the team, 
providing needed investment and front-line shipyard experience. The 
new partners, with funding support from federal and provincial agencies, 
including CBDC Cabot, aggressively made their way into the U.S. market. 


Genoa Design International Ltd. steadily gained a foothold with 
shipbuilding firms across the U.S. and Canada as a supplier of quality 
production design and drafting detail, as well as 3D modelling. Recently, 
Genoa expanded into the European market. 


Several employees are expatriate Newfoundlanders who came home from 
Canada’s western oil patch to work for Genoa. 


5.4 Community Investment 

ACOA partners with communities in strategic investments that focus on 
infrastructure, capacity building at the community level, and business 
sector development. Strategic investments reflect economic development 
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plans andipniorities that are developed and implemented by)  garmaueanaaannemaaanenicnaanennee ae 
communities. It is one more step in ACOA’s Community Since 2005, the Strategic 
Development model. Once a strategy is developed, the pon Un ty vestment Fund 

eee: : ; ie has invested $161 million in 539 
Agency, along with its partners, invests in the opportunities ; 
dentined by th LORERNGER eh projects, leveraging more than 
enti y e community. en that first step in the $137 million in other funding by 
implementation of a development plan for a community ACOA’s partners. 
or sector leads to a larger capacity for the community to 
pursue its objectives. 


In the period 2003-2008, the Agency operated two programs to support 
community investment — the Strategic Community Investment Fund 
and, since 2005, the Innovative Communities Fund. These funds have 
provided non-repayable investments to non-commercial/not-for-profit 
organizations such as local development associations, municipalities 
and their agencies, business and technology institutes, industry sector 
associations, economic development associations, local co-operatives, 
universities and other educational institutions. 


ACOA’s Strategic Community Investment Fund (SCIF) operated as a 
five-year program under the Government of Canada’s Atlantic Investment 
Partnership, which was announced in June 2000. A summative evaluation 
of the program, conducted in March 2008, concluded that SCIF was 
an effective program that contributed to the economic development 
of the Atlantic region. Furthermore, the evaluation indicated that the 
program received positive reviews from the communities it served. More 
specifically, the evaluation found that the program: 

¢ was relevant to the needs of communities across Atlantic Canada; 

¢ was linked to government-wide priorities; 

* was relevant to ACOA’s mandate; 

¢ addressed the needs of communities and enhanced their capacity for 

economic development initiatives; 

¢ produced the intended projects results in terms of infrastructure; 

benefited businesses and residents in those communities from an 


economic and social perspective; and 
was complementary to other ACOA programs and to other federal 


and provincial programs. 


The Innovative Communities Fund, a five-year, $175-million program 
introduced in July 2005 as part of Phase II of the Atlantic Investment 
Partnership, focuses primarily on rural areas, helping to strengthen and 
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diversify their economies. The ICF capitalizes on the opportunities and 
strengths that exist in these communities to develop competitive industry 
sectors, to strengthen community infrastructure, and to enhance the 
capacity of communities to overcome economic development challenges. 


Since 2005, the Innovative 


An example of community investment in Atlantic Canada 
is the deployment of broadband infrastructure. Broadband 


Communities Fund has invested 


access to the Internet is vital for communities to achieve 


$155 million in 379 projects, 


leveraging $222 million in 


competitiveness and growth in the global economy. To this 


funding from other sources. end, the Agency has been involved in numerous projects, 


investing over $47 million in all four provinces to assist 
communities lacking broadband access. 


The following profiles illustrate the importance of ACOA investment to 
the economic growth and social sustainability of Atlantic Canada’s rural 
communities. 


Truro Investment Cooperative Limited — 

Marigold Cultural Centre 

Truro, Nova Scotia 

The Marigold Cultural Centre is an example of an initiative identified and 
led by the community, which was supported by ACOA and other partners 
supported. In 2003, the Colchester Regional Development Agency 
(CoRDA) commissioned a sector strategy. This strategy recommended 
the cultural sector as one of four sectors to grow the economic base of the 
Colchester/Cumberland County region. CoRDA and business leaders in 
Truro recognized that a vibrant cultural community could be an economic 
engine while helping to attract and retain skilled workers and their 
families looking for a high quality of life. 


A renovated downtown property, the Marigold Cultural Centre is a 
10,000-square-foot, multi-use building housing visual and performing 
arts facilities, a centre for arts education, an art gallery, the Truro Sports 
Hall of Fame, and commercial offices. A community-led partnership 
involving the downtown business community, the Town of Truro, 

the Cobequid Arts Council, CoRDA, the Nova Scotia Department of 
Economic Development and ACOA was formed to raise funds for the 
renovations. The community raised almost $1 million of the total 

$1.48 million investment. ACOA contributed $210,000. 
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The activity generated by the Marigold Cultural Centre will have spin-offs 
for existing businesses such as restaurants and entertainment venues, and 
will help to attract businesses that want to share in the success of this 
venture. It will support the heritage and artistic integrity of the multi- 
cultural community through performances, exhibits and the sale of art to 
visitors and residents. The project has created a lasting impression on the 
residents of Truro, showing that they can make things happen in their 
community. By coming together with local business and municipal 
government, the community has created a centre for social gatherings, 
community expression and entertainment, which may be the catalyst for 
the emergence of what renowned economist Richard Florida calls the 
“creative class” in the Truro community. 


Celtic Colours International Festival 

Cape Breton, Nova Scotia 

Since 1997, the Celtic Colours International Festival has been a key 
promoter of Cape Breton culture, its music industry and its autumn 
beauty. The annual festival features hundreds of musicians from 

Cape Breton and around the globe, attracts 7,000 visitors from more than 
20 countries, and runs on the energy of nearly 1,500 Island community 
volunteers. The Celtic Colours International Festival has firmly 
established an annual fall shoulder season and, with support from ACOA, 
resulted in annual economic spin-offs of more than $5.1 million. 


Beginning in 2005, ACOA entered a five-year funding partnership with 
the Celtic Colours International Festival, contributing $800,000 to the 
festival under the Innovative Communities Fund to support infrastructure 
and product development. Recognized as a world-class event, the festival 
is often seen as a pillar of the Atlantic Canada tourism calendar, showing 
long-term viability and achieving growing success over the last 11 years. 


Acknowledgements through a number of awards prove that the Celtic 
Colours International Festival is a premier tourist attraction. These 
include: the Tourism Industry Association of Canada’s Event of the Year 
award in 2007; the East Coast Music Association’s Event of the Year in 
2005, 2006 and 2007; Attractions Canada Top Cultural Event in 2001; 
and the American Bus Association Top Event in 2001. This festival 
stimulates economic activity and honours Cape Breton’s culture, music 


and beauty. 
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Marine Institute — Safety, Emergency Response 

Training Centre (SERT) 

Stephenville, Newfoundland and Labrador 

Stephenville’s airport includes a unique training field that is now 

being used by the Marine Institute to deliver certified safety and 
emergency response training for the oil and gas, fish harvesting, marine 
transportation and aviation sectors. ACOA has contributed $1.36 million 
to this $3.05-million project, which is estimated to have an annual 
economic impact in excess of $1 million. 


The SERT serves an immediate market of 3,400 students and has a 
projected three-year enrolment of just over 10,000. ACOA’s partnership 
with the Marine Institute in developing the infrastructure of the Centre 
has strengthened the diversification of the economic base of the 
Stephenville community, building on existing assets and expertise. 


5.5 Official Language Minority Communities 

Atlantic Canada accounts for one-third of Canada’s Francophone population 
living in official language minority communities. Approximately 275,000 of 
the individuals who self-identify as Francophone live in rural areas. The 
challenges facing these communities include a higher than average 
unemployment rate, an aging population, declining demographics, and a 
lack of sustainable economic development opportunities. 


By partnering with representative community groups and 


federal, provincial and municipal departments, ACOA $10 million is invested annually 
in the economic development of 


collaborates on economic opportunities that address the 
OLMCs in Atlantic Canada. 


needs of these communities. Furthermore, enhancing the 
vitality of official language minority communities is a Te ar 
requirement of Canada’s Official Languages Act, and ACOA plays an active 


role in its implementation. 


An example of such collaboration is the Atlantic Canada Cultural and 
Economic Partnership (ACCEP). Created in 2002, the ACCEP was a 
three-year, pan-Atlantic initiative funded jointly by Canadian Heritage 
and ACOA to stimulate economic development through cultural 
initiatives and to celebrate the history and cultural diversity of Atlantic 
Canada. Through this $10-million program, 76 projects were funded, 
including support for the organization of the third Acadian World 
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Congress held in Nova Scotia in 2004. An evaluation of the ACCEP 
concluded that the partnership was a success and that it succeeded 
in highlighting the contribution of culture to economic growth in 
Atlantic Canada. 


The PERCE Project, a $310,000 initiative in Prince Edward Island, 
is another successful partnership aimed at encouraging Acadian and 
Francophone youth studying outside the province to return home and 
explore career opportunities. This initiative is a partnership between 
ACOA, La Société de développement de la Baie Acadienne and the 
Evangeline region in West Prince County. Through a mentorship 
arrangement, participants develop new skills and knowledge and a 
network of contacts in their field of interest. ACOA provided funding 
of $224,820 toward the overall cost of the project. 


ACOA has a long-standing commitment to supporting tourism projects 
that contribute to the region’s economic growth. ACOA investment 
continues, with support for infrastructure improvement and cultural 
promotion designed to showcase the unique cultures of Atlantic Canada’s 
Acadian and Aboriginal populations. 


Le Pays de la Sagouine 

Bouctouche, New Brunswick 

The Agency’s support for Le Pays de la Sagouine began over 10 years 
ago and investments have now surpassed $2.5 million. 


The town of Bouctouche, New Brunswick, which has a 


population of 2,500 residents greets some 65,000 tourists Oe ves ic bie escent! 


: ; to th tinued th of 
during the summer thanks to Le Pays de la Sagouine, Rado iale ee 


a reproduction of an Acadian village inspired by the 
town’s renowned novelist, Antonine Maillet, and her most Wemercable toeenend 

celebrated character, La Sagouine. Throughout an extended Gan ccaconond calendar of 
tourist season, the town comes alive with theatre, music, activities, and accommodate 


Le Pays de la Sagouine. 
With the proposed renovations, 


comedy and dance — immersing visitors in Acadian culture. _ further future growth. 
The town of Bouctouche is a small community doing big 
things. The success of Le Pays de la Sagouine illustrates 
the value and importance of enhancing the vitality of 
official language minority communities. 


Paul LeBlanc 
Executive Director, 
Le Pays de la Sagouine 
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ACOA’s investments in Le Pays de la Sagouine have helped to develop 
critical economic development infrastructure in rural New Brunswick 

— capitalizing on the capacity, strengths and opportunities in the town 
of Bouctouche. ACOA’s long-standing support for this initiative is a 
testament to the Agency’s commitment to ensuring the sustained growth 
of official language minority communities throughout Canada. 


5.6 Aboriginal Economic Development 

Aboriginal peoples in Atlantic Canada represent the Mi’kmaq, Maliseet, 
Innu, Inuit and Métis nations and account for approximately six percent 
of the Aboriginal population in Canada. 


The responsibility for assisting Aboriginal communities in addressing 
the complex social and economic challenges they face is shared among 
federal government departments. While ACOA does not have specific 
programming for Aboriginal communities, it does partner with many 
Aboriginal organizations and federal and provincial departments to assist 
in building the economic capacity of these communities. 


For example, in September 2007, ACOA joined with Indian and Northern 
Affairs Canada, Fisheries and Oceans Canada and the Province of 

Nova Scotia to announce a four-year research program aimed at fostering 
Aboriginal economic development in Atlantic Canada. The research 
project, led by the Atlantic Policy Congress of First Nation Chiefs 
Secretariat Inc. in partnership with a consortium of 11 Atlantic Canadian 
universities, supports workshops aimed at improving strategic decision 
making; research linked to the needs of Aboriginal communities; and the 
development of a repository of information and analysis pertaining to 
Aboriginal economic development. 


The Aboriginal Business Development Fund Project 

New economic and employment opportunities are being realized for 
Aboriginal entrepreneurs through a funding partnership between 
ACOA and the Ulnooweg Development Group (UDG). The UDG, an 
Aboriginal Capital Corporation that offers business advice and delivers 
loans to Aboriginal entrepreneurs, administers the Aboriginal Business 
Development Fund (ABDF), which was established in 2004 to create 

a partnership with ACOA. This $6-million fund provides low-interest 
financing for the establishment, modernization and expansion of 


Chapter 5: Community Development 


PEC ONT 2 


Organized for Results 


businesses. The ABDF has significantly improved access 


to capital for Aboriginal entrepreneurs. Its success is We are very pleased to work 
with ACOA on this important 


initiative. While Aboriginal 


evident in the consistent number of loans issued in the 


last three years. mee 
businesses are operating in 


all sectors of the economy, 
there is considerable potential 


5.7 Infrastructure Programming for growth. The Aboriginal 
The provision and maintenance of quality public Business Development Fund will 
infrastructure is a prerequisite for sustainable development AD TS ALVES 


and economic prosperity. Potable water and waste treatment Achigve Our B0als: 


facilities, highways, municipal roads, bridges and transit Chief Terry Paul 

systems all impact the potential for economic growth and Chaieicniioardior Directors 
have important environmental implications. This requires ineees Development 
programming designed to renew and build infrastructure Group Inc. 

through investments that protect the environment and 


support long-term economic growth. 


ACOA works collaboratively with Infrastructure Canada and the four Atlantic 
Provinces to deliver federal infrastructure programs such as the Municipal 
Rural Infrastructure Fund and the Canada Strategic Infrastructure Fund 
(CSIF). Established in 2003, the CSIF is scheduled to be in effect until 2013. 


CSIF funding supports major infrastructure initiatives of strategic 
importance to the region. For example, the Harbour Solutions Project in 
Halifax, Nova Scotia, represents a major investment in this area. It is 
the largest infrastructure project in Halifax’s history and 


Harbour Solutions — involves essentially re-plumbing the city with hundreds 


$60 million toward the of kilometres of underground pipes. Three new sewage 


$333 million total project costs. 


treatment plants, a bio-solids process facility and 

several new pumping stations are either being rebuilt or 
constructed. As a result, approximately 150 million litres of untreated 
wastewater that previously flowed daily into Halifax Harbour will now be 
diverted for treatment. 


ACOA’s investment in infrastructure includes projects that build high- 
capacity Internet access. The New Brunswick Broadband project resulted 
in 90% of residences and 95% of businesses having high-capacity access 
to the Internet. In addition, 100% of regional health care centres, business 
parks and First Nations’ communities gained access. 
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The New Brunswick Broadband Project 


Government of Canada $16.5 million 
Province of New Brunswick $12.5 million 
Private sector $15.6 million 
Total $44.6 million 


ACOA’s infrastructure partnership activities include the delivery of 
the $8.8-billion Building Canada Fund (BCF), which forms part of the 
$33-billion federal funding for the Building Canada Plan announced 

in the federal budget of March 2007. This seven-year plan, 2007-2014, 
uses a competitive, merit-based application process to support projects 
in small communities. The program is governed through a contribution 
agreement with the provinces and is managed in Atlantic Canada by 
ACOA, on behalf of Infrastructure Canada. Eligible investments under 
the BCF include: public transit, transportation, wastewater treatment, 
green energy, solid waste management, clean drinking water, broadband 
and connectivity, cultural, sport and tourism. 


5.8 Special Adjustment Measures 

Changes in the economic circumstances of industries or firms may have 
a major negative impact on local communities, particularly in the case of 
single-industry communities in rural areas. 


As a region still highly dependent on the resource sectors, Atlantic 
Canada faces significant challenges in terms of economic adjustment. 
On behalf of the Government of Canada, ACOA has been called upon 

to mobilize its programs and resources in support of special adjustment 
measures and to partner with other stakeholders in mounting an effective 
and timely response at the local level. Examples of such economic 
challenges include the closure of military bases and the decline of the 
North Atlantic cod fishery. 


Adjustment measures are designed to mitigate short-term impacts on 
communities and workers, and to facilitate economic adjustment through 
diversification of the economic base. Short-term adjustment assistance 
has led to the creation of new business opportunities and economic 
diversification for communities affected by industry closure, as evidenced 
by the Saint John Shipyard Adjustment Initiative (SJSAI). The SJSAI is a 
$55-million program that was designed for redevelopment opportunities 
to offset the closure of the Saint John Shipyard, to help create new 
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industrial opportunities in New Brunswick. Under this initiative, 

ACOA, on behalf of the Government of Canada, provided funding for 
feasibility studies, site preparation, and a $35-million contribution toward 
construction of a gypsum wallboard manufacturing facility located on the 
former shipyard site. Irving Shipbuilding Inc. has committed to matching 
the Government of Canada’s investment with $55 million of its own 
funds, representing a potential total investment of $110 million in new 
industrial opportunities for New Brunswickers. 


In April 2003, ACOA’s Strategic Community Investment Fund (SCIF) 
was revised to add the Short Term Adjustment Initiative (STAI), aimed at 
mitigating the short-term impacts of the cod stock closures in the Atlantic 
Ocean and Gulf of St. Lawrence. Through the STAI initiative, 192 
projects were approved with a total contribution of $31.6 million. 
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Policy, Advocacy and Coordination 


6.1 Overview 

ACOA plays an important role in alerting and informing the federal 
government of the economic challenges and opportunities facing Atlantic 
Canada. The Agency’s policy work provides a foundation for the 
development of strategic priorities and initiatives, program design, and 
input to national policy development and federal-provincial relations. 

In addition to conducting research internally, the Agency also engages 
public and private sector partners and research bodies for in-depth 
research and analysis of key issues affecting the region. 


Advocacy activities aim to advance the region’s interests in national 
policies and programs and to maximize regional industrial benefits from 
public sector procurement. 


On behalf of the Government of Canada, ACOA plays an important 
coordination role in the development and implementation of national 
policies and program initiatives as they relate to Atlantic Canada. The 
Agency does so by engaging other federal departments, provincial 
governments, the business sector, and universities and colleges to build 
a coordinated approach to strategic priorities. 


The Atlantic Gateway provides an example of how ACOA uses its policy, 
advocacy and coordination activities to benefit the Atlantic region and Canada. 


The Atlantic Gateway 

The role of gateways and corridors as key infrastructure links in Canada’s 
national and international supply chains has been recognized by the 
Government of Canada as offering important economic development 
opportunities. In Budget 2007, the federal government announced a 


Chapter 6: Policy, Advocacy and Coordination 


SECTION 2 


Organized for Results 


$2.1-billion National Gateway and Border Crossing Fund, and the development 
of a National Policy Framework for Strategic Gateways and Trade Corridors. 
The 2007 Speech from the Throne highlighted the Atlantic Gateway as an 
east coast point of international entry to North American markets. 


Quickly changing and growing global trade and transportation patterns 
are being driven primarily by increasingly efficient and complex global 
supply chains. Components manufactured in different parts of the world 
must be carried as rapidly as possible to points of final assembly of a 
product. In this integrated system, the efficient transfer of goods between 
transportation modes, especially from land to sea and sea to land, is 
critical. The onward movement of final assembled products to market is 
equally important. The movement of goods between the emerging Asian 
economies and North America is a particularly important part of the 
growth in global trade. 


This network of transportation modes — sea, rail, road and air — continues 
to be extensively studied in research commissioned by ACOA and 

its partners. The research is intended to identify opportunities and 
challenges in the development of the Atlantic Gateway, to provide a 

base for partners to develop suitable policies and programs. The Atlantic 
Gateway Business Case Study, made public in October 2007, concluded 
that there is a compelling case for the gateway, with an initial focus on 
expanding container trade through Atlantic Canada. The gateway has a 
strong “value proposition” based on consideration of competitive transit 
times, reliability and cost competitiveness. All of Canada would benefit 
from development of the Atlantic Gateway as part of a national integrated 
transportation supply chain. 


Also in October 2007, the Government of Canada, represented by the 
Minister of Transport, Infrastructure and Communities and the Minister 
of ACOA, signed a Memorandum of Understanding with the four 
Atlantic Provinces that provides a framework for collaboration on the 
development of the Atlantic Gateway. This agreement underlines the 
desire of governments to work together on this opportunity, developing 
a comprehensive and collaborative strategy. As part of this agreement, a 
federal-provincial officials committee, with representation from the four 
Provinces and from ACOA and Transport Canada on the federal side, 
was deemed the primary forum for collaboration. ACOA co-chairs the 
committee with the Province of New Brunswick. 
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ACOA’s policy function provides a broad-based network of information, 


research and analysis to support corporate decision-making and to advise 


the Minister on development approaches tailored to Atlantic Canadian 


circumstances. This function is supported by internal and external 
research, in part delivered by the Atlantic Policy Research 
Initiative (APRI), which funds region-wide research 


projects, and is designed to build public policy research 
capacity in Atlantic Canada. The APRI exemplifies ACOA’s 
approach to pursuing its mandate, by partnering with other 


research bodies to study key issues affecting the region. 


Partners include universities, independent public policy 


research institutes, business associations, other government 


departments and agencies, and private sector experts. 


In the period 2003-2008, APRI targeted priority 
areas including innovation, trade and investment, 


entrepreneurship and business skills development, 


An independent evaluation 

of APRI in 2005 noted that 
roundtables and conferences 
represent effective tools for 
networking and dissemination 
of research. They provide 

a successful means for the 
exchange of ideas and building 
of linkages between public and 
private stakeholders. 


community economic development and the 
analysis of key economic sectors. Research 
was also done on immigration, productivity 
and competitiveness, urban growth, and 

the role of universities and colleges. A list 
of research projects funded by the Agency, 
including APRI projects, can be found at: 


Conferences, workshops, 
roundtables and other outreach 
activities supported by the 
APRI in the period 2003-2008 
include: 
- Atlantic BlIOEnergy 
Conference 
* Aboriginal Roundtable in 
Atlantic Canada 
* Atlantica 2007; Business 
Without Boundaries 
* Task Force on Fostering a 
Sustainable Salmon Farming 
Industry for Atlantic Canada 
* Growing Technology 
Business in Atlantic Canada: 
The First Atlantic Regional 
Research Money Conference 
* Forum on the Future of the 
Atlantic Economy 


http://www.acoa-apeca.ge.ca/e/library/policy.shtml. © 


ACOA’s policy agenda has also included analysis to 
ensure that the Agency’s activities are well-informed 
by current economic trends and issues. This has focused largely on 
the overall performance of the region’s economy, productivity and 
competitiveness issues, and more detailed examination of specific 
industries and sectors in Atlantic Canada. 


Between 2003 and 2008, ACOA was active in a number of policy-related 
initiatives, including the Atlantic Population Strategy (with Citizenship 
and Immigration Canada, Industry Canada, Human Resources and Social 
Development Canada, and the four provincial governments); the Atlantica 
concept (with the Atlantic Provinces Chamber of Commerce), and the 
Atlantic Gateway strategy. 
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In New Brunswick, ACOA’s policy work supported the creation of the 
Chaleur-Restigouche Initiative, a three-year effort to assist companies 
in the northeast region of New Brunswick to adjust to 


the closure of the Brunswick Mine and Smelter, as well In a 2007 report, Higher 
Education and Regions: Globally 


as the downturn in the forestry sector. Among its notable 
accomplishments, ACOA has assessed over 149 potential 
clients, which led to projects with 40 SMEs to develop new 


Competitive, Locally Engaged, 
the international Organisation 
for Economic Co-operation 


products, find new national and international markets and and Development (OECD) 
improve their management skills, particularly in the areas highlighted ACOA’s role in 
of trade and innovation. engaging regional stakeholders, 


noting in particular that ACOA’s 
longevity has allowed it to 
experiment and to establish 


6.3 Advocacy 
Through its ee) work, ACOA keeps both the Minister partner across the region — 
and ACOA executives apprised of implications and impacts encouraging partnerships 


its credibility as an essential 


of government-wide priorities and activities. The Agency among businesses, the research 
helps to ensure that they have the information and analysis | community, and higher 
needed to participate in the development of national education institutions. 
policies and programs on behalf of Atlantic Canada. 


ACOA’s advocacy activities are also directed to industrial regional 
benefits and the enhancement of opportunities for Atlantic businesses to 
participate in federal procurement. This focuses particularly on major 
Crown projects that offer the potential for regional benefits. 


During the period 2003-2008, ACOA increasingly directed its advocacy 
efforts toward strategic priorities. For instance, renewal of the Atlantic 
Investment Partnership in 2005 expanded the Agency’s overall capacity 
to help SMEs compete more effectively. As trade and investment 
activities were redefined under the government’s Global Commerce 
Strategy and other initiatives such as the re-engagement in the Americas, 
ACOA ensured coordination and cohesion between these new strategies 
and its activities. Other strategic priorities include aerospace and 
defence, aquaculture, science and technology/commercialization, 
energy, environmental technologies, resource industries, population and 
immigration, bioscience, and more recently, the Atlantic Gateway. 


Science and Technology/Commercialization 
ACOA works closely with other federal partners in its advocacy role. 
For example, ACOA has collaborated with Industry Canada in the 
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development of the federal government’s Science and Technology 
Strategy and the building of innovative capacity in Atlantic Canada. 
The Agency has worked closely with the National Research Council 
on Canada’s cluster initiative, with the Life Sciences Research Institute 
and with the Canada Foundation for Innovation, in support of Atlantic 
Canada’s participation in these major national initiatives. 


Energy and Environmental Technologies 

The energy sector and resource industries are clearly significant 
contributors to Atlantic Canada’s economy. ACOA has worked to ensure 
that federal policy and program decisions in these sectors offer economic 
benefits to Atlantic Canada. Advocacy work has focused on identifying 
regional opportunities and developing effective relationships with the key 
federal departments. To this end, ACOA facilitated the Atlantic Energy 
Roundtable, which focused on streamlining the regulatory environment 
for investment in exploration for offshore oil and gas in Atlantic Canada. 
ACOA has also collaborated with Natural Resources Canada and 
Transport Canada to establish the Wind Energy Institute of Canada, in 
Prince Edward Island, and the Centre for Marine Compressed Natural 
Gas, in Newfoundland and Labrador. 


Resource Industries 

ACOA formed a committee of federal resource-related departments 

in the region to facilitate co-operation that supports the sustainable 
transformation of Atlantic Canada’s forest, fish and agricultural sectors. 
ACOA brought an Atlantic Canadian perspective to federal forestry 
initiatives and to the analysis of the impact of the U.S. softwood lumber 
trade decision. It also helped to develop the government’s Ocean Action 
Plan, which resulted in the Smart Bay Technology Demonstration 
Project in Newfoundland and Labrador. This project raised the profile 
of Newfoundland and Labrador’s ocean technology industry and 
strengthened the province’s ocean technology cluster. 


Population and Immigration 

ACOA spearheaded the creation of the Atlantic Population Table, a 
federal-provincial working group comprising representatives of the 
four provincial governments and federal organizations. The Agency 
was also a key player in the establishment and renewal of the Atlantic 
Canada Metropolis Centre of Excellence for Research on Immigration, 
Integration and Cultural Diversity. 
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Aquaculture 
Aquaculture is of 
strategic importance to 
ACOA as it represents 
opportunities for 
wealth generation, 
employment creation 
and diversification 

of Atlantic Canada’s 
rural and coastal 
communities. ACOA 
assisted Fisheries and 


Oceans Canada in 
securing federal funding for the aquaculture industry to help address 
the sector’s challenges and create conditions for growth in an economic 
and environmentally sustainable manner. Investments are targeted at 
improving regulatory certainty, environmental standards, certification 
measures, and research and innovation activities. 


Aerospace and Defence 

For more than two decades, ACOA has developed a strong capacity to 
support the efforts of Atlantic Canadian firms to successfully compete 
for business within the federal procurement process. The Atlantic region 
produces some of the world’s most innovative products and services for 
the aerospace and defence industry. The region is recognized worldwide 
as Atlantic Canadian companies work with some of the industry’s most 
influential companies, including Lockheed Martin, General Dynamics, 
Honeywell, Pratt and Whitney, and Boeing. Regional industrial benefits 
were mainly attributable to the Maritime Helicopter, 
Strategic Airlift Aircraft, and Tactical Airlift projects In the last five years, Atlantic 


and to smaller, but significant, aerospace repair and Canada’s participation in major 
Crown projects represented 


overhaul contracts. 
industrial regional benefits in 


: . : excess of $1 billion. 
ACOA also supported Atlantic Canadian business in 


accessing non-defence public sector opportunities, notably 
those related to the Canadian Coast Guard and the Canadian Space 
Agency. In addition to activities relating to project-specific opportunities, 
ACOA’s advocacy efforts supported a sustainable regional Aerospace and 
Defence Industries Association, and promoted the industry internationally 
through trade missions. 
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The government’s industrial regional benefits policy allows Atlantic 
Canadian firms to leverage an initial involvement into a continuing 
presence in a winning bidders’ global supply chain. Building on 
relationships established during production of Canada’s LAV III fleet, 
General Dynamics Land Systems continues to source parts in Canada 
for new vehicle production in both the U.S. and Canada. 


LAV III and Stryker vehicles are equipped with: add-on armour from 
DEW Engineering in Miramichi, New Brunswick; tires from Michelin 
in Wolfville, Nova Scotia; wiring harnesses from IMP in Halifax, 
Nova Scotia; components from Advanced Precision in Dartmouth, 
Nova Scotia; and driver panels and other components from Rutter 
Manufacturing in St. John’s, Newfoundland and Labrador. 


Canada’s regional benefits policy opened the door to business development 
opportunities for regional aerospace and defence firms, and, supported by 
ACOA’s advocacy role, Atlantic Canadian suppliers have kept it open. 


6.4 Coordination 

ACOA is mandated by its legislation to “coordinate the policies and 
programs of the Government of Canada in relation to opportunities for 
economic development in Atlantic Canada.” To pursue its mandate, 

the Agency works with Federal Regional Councils, comprising senior 
officials of federal departments, operating in each province. The Councils 
help maintain coherence in the federal government’s management of 
programs and service delivery, provide a regional perspective on federal 
initiatives, and help the federal government to achieve a more integrated 
approach to relations with the Provinces. 


From 2003 to 2008, the Councils were active in a number of areas 

that cross departmental boundaries, such as official languages policy, 
promoting dialogue with the Aboriginal community, and the coordination 
of government efforts in support of economic development. 


While the Councils represent a formal, structured approach to 
coordinating the federal presence in the region, the Agency also works 
with other federal departments on specific initiatives and areas, such 
as coordination and information sharing among the federal regional 
development agencies across Canada, delivery of specific national 
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initiatives on behalf of the Government of Canada (e.g. helping to 
coordinate approaches to the various infrastructure programs), and 
helping to align regional development priorities with the national 
policy agenda. 


Coordination also takes place through working closely with the four 
provincial governments to explore areas of joint action between the two 
levels of government and strengthen the delivery of services to the public. 
To this end, a federal-provincial Senior Officials Committee, co-chaired 
by the President of ACOA and a provincial deputy minister, has been 
established to provide a senior level forum for discussion of strategic 
issues affecting the development of Atlantic Canada. For example, the 
Atlantic Population Strategy aims to develop a more coordinated federal/ 
provincial approach to population challenges facing the region and 
address issues of recruitment and retention. 


Umbrella Governance Framework — Infrastructure 

Prince Edward Island 

In April 2005, a five-year agreement called the Umbrella Governance 
Framework was signed by Infrastructure Canada and ACOA, on behalf of 
the Government of Canada, and by the Department of Intergovernmental 
Affairs and the Department of Community and Cultural Affairs, on behalf 
of the Government of Prince Edward Island. 


These programs [i.e. CSIF, MRIF| Under this agreement, federal, provincial and municipal 
are an excellent example of leaders are mandated to plan and implement infrastructure 
all three levels of government projects delivered through four programs: the Canada 


co-operating for the betterment 
of our cities, towns and 


communities. 


Strategic Infrastructure Fund (CSIF I and II), worth 
$60 million and representing equal investments by the 
Government of Canada and the Government of Prince 


Stan Campbell, President of the Edward Island; the Canada-PEI Municipal Rural 
Federation of Prince Edward Infrastructure Fund (CPEI-MRIF), worth $65 million 
Island Municipalities and representing equal investments by federal, provincial 


and municipal governments; the transfer of the Federal 
Gas Tax under 

the New Deal for Cities and Communities (GTF/NDCC), worth 

$37.5 million; and the Transit Fund, worth $5.5 million. The latter 
two programs are funded 100% by the Government of Canada. 
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Budget 2007 introduced new infrastructure programming to replace the 
sunsetting Canada Strategic Infrastructure Fund and the Municipal Rural 
Infrastructure Fund, and to extend the Federal Gas Tax funding. This 
program — the Building Canada Plan — will provide long-term, stable 
and predictable funding to meet infrastructure needs across Canada 

and will operate within the existing collaborative framework in 

Prince Edward Island. 
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Environmental Scan 

Over the course of the next five years, ACOA’s strategic directions will 
be driven by a combination of forces, including key national priorities, 
global economic trends, macroeconomic outlook, regional dynamics and 
the industrial structure in Atlantic Canada. 


Key National Priorities 
Looking forward, ACOA’s priorities will reflect the objectives and 
principles of Advantage Canada, the Government of Canada’s 
overarching economic framework, which is based on five key advantages. 
¢ Tax Advantage: Reducing taxes for all Canadians and establishing the 
lowest tax rate on new business investment among the G7 countries. 
¢ Fiscal Advantage: Eliminating Canada’s total government net debt in 
less than a generation. 
¢ Entrepreneurial Advantage: Reducing unnecessary regulation and 
red tape and increasing competition in the Canadian marketplace. 
« Knowledge Advantage: Creating the best educated, most skilled and 
most flexible workforce in the world. 
¢ Infrastructure Advantage: Building the modern infrastructure the 


country needs. 


ACOA’s mandate is most closely tied to the entrepreneurial, knowledge 
and infrastructure advantages and their related principles. 


Global Economic Trends 

Atlantic Canada has the potential to better integrate and capitalize on 
global supply chains, and enter new niche markets. It can also enhance 
existing supply chains to respond to rapid shifts in global trade, the 
growth in Asian markets, potential opportunities with Latin America 
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and the continued importance of the United States as Atlantic Canada’s 
primary trading partner. The Americas will play an increasingly important 
role in Canada’s trade priorities and have been identified as a priority for 
the Global Commerce Strategy. This is of interest to Atlantic Canada, 
since the region 1s actively pursuing trade and investment opportunities 
with Mexico, the Caribbean, Chile, Peru and Brazil, in areas such as 
energy (petroleum, wind) and pharmaceuticals. There is also a growing 
potential for IT sectors. 


Tied closely to these concepts is the growing importance of global value 
chains, whereby the activity required to complete a good or service 

and bring it to market is becoming more fragmented across geographic 
boundaries and across different firms. At a very basic level, if Atlantic 
Canadian SMEs are to compete and integrate with global value chains, 
they will have to be aware of, and have access to, the skills required to 
manage logistics and supply chain processes within their organizations. 


Macroeconomic Outlook 

Macroeconomic conditions will also influence the future direction of 
Atlantic Canada’s economy. The higher value of the Canadian dollar will 
continue to present a challenge to the region’s export-intensive sectors, 
particularly the manufacturing and forestry sectors, which are also facing 
rising energy prices and increased competition from low-cost producers in 
developing countries. The higher dollar also presents a challenge to domestic 
producers that compete with foreign producers in the Canadian market. 


There is a related risk that the turbulence in global financial markets could 
persist over the medium term, leading to higher business and consumer 
borrowing costs, reduced credit availability and weaker consumer and 
business confidence globally. Slower-than-expected global economic 
growth would put downward pressure on commodity prices, which would 
lead to weaker terms of trade and income growth for Atlantic Canada. 


Regional Dynamics 

Atlantic Canada remains one of Canada’s most rural regions, with 46% 
(versus 20% in Canada) of the population living in rural areas (38% in 
remote regions compared with 15% nationally). From 2001 to 2006, 
while the total number of people living in Atlantic Canada remained 
virtually unchanged at approximately 2.3 million people, there was 
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considerable fluidity in 
terms of migration within 
the region and between 
Atlantic Canada and other 
regions of the country. 
Over the 2001 to 2006 
period, the population in 
the seven major urban 
areas in Atlantic Canada 
increased by 3.1%, while 
it fell by 2.6% in the 

rest of the region. These 
realities speak to both the 
importance of focusing 
on rural challenges in 
Atlantic Canada, and the 


on the region’s urban 
strengths. A key economic implication of these demographic and 
migration trends is the emergence of labour shortages in some segments 
of the region’s economy. 


Business and Industrial Structure in Atlantic Canada 
Commercial activity in Atlantic Canada is concentrated in energy, 
information technologies, specialized manufacturing, mining, agri- 
food, professional services, tourism, telecommunications, forestry and 
seafood processing. In 2007, Statistics Canada reported that there were 
approximately 81,000 SMEs in Atlantic Canada, representing about 7% 
of the national total. In Atlantic Canada, SMEs account for 98% of all 
businesses. The SMEs have been important drivers of job creation and 
economic growth. 


Atlantic Canada’s industrial structure continues to be characterized by a 
large proportion of resource-based industries. Resource-based industries 
will continue to be important for regional development, but need to be 
repositioned to encompass more knowledge content so they can remain 
globally competitive, can deliver more value-added production, better 
jobs, higher value exports, and more resilient rural communities. 


s 
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Current initiatives in the region’s resource-based industries are focusing 
on a number of key areas including: 
* amore competitive forest products industry that generates more 
value-added products in a more efficient way; 
¢ more diverse uses of potatoes and other agricultural products, such as 
the production of ethanol; 
* amore sustainable fishery, with emphasis on aquaculture and 
marketing; and 
* advances in mining and energy technologies. 


The development of biofuels is expected to drive expansion in several 
resource sectors, while responding to climate change will involve both 
agriculture and forestry. Eco-labelling and environmental certification 
will affect all resource products. 


Policy and Programs’ Plans and Priorities 

Implicit in the Agency’s work over much of its first 20 years has been a 
focus on helping businesses to create employment. Although high-quality 
jobs will continue to be important to the economic security of individuals 
and families going forward, the focus of ACOA’s work will need to shift 
to meet the growing challenges of a relatively slow population growth 
and the aging demographic profile of the labour force in the region. In 
2007, the unemployment rate in Atlantic Canada fell to 9.2%, attaining 
its lowest level in over 30 years. Further, labour shortages are anticipated 
in future years for some areas in Atlantic Canada. Thus, the Agency will 
give increasing emphasis to growth in productivity, competitiveness and 
earned incomes. 


Recognizing that Atlantic Canada’s economy must have a number of 
conditions in place for that to succeed, ACOA will continue to take a 
proactive approach to identifying opportunities and overcoming regional 
barriers to growth. ACOA’s emphasis will be on fostering research 

and development with an emphasis on commercialization, technology 
adoption, business skills development, access to capital, balanced urban- 
rural development, and strengthened advocacy and coordination. 


While the Agency’s ongoing work will continue to be focused on results 
as outlined in the Program Activity Architecture, the following priorities 
have been identified as considerations in planning for the strategic 
outcome and internal services areas. 
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Enterprise Development 

A major focus of Enterprise Development will be increasing the 
productivity and competitiveness of Atlantic Canada. ACOA will work 
to maximize the impact of its investment, particularly in sectors that are 
strategically important to the long-term success of Atlantic Canada. This 
will assist in the transformation to a knowledge-based economy with 
the emergence of more knowledge-intensive, resource-based industries 
and new sectors/clusters in information technology, bioscience and 
aerospace. Increased focus will be placed on identifying and pursuing 
commercialization opportunities within the existing portfolio of 
innovation projects. As well, the Agency will promote Atlantic Canada’s 
capacity to carry out leading-edge R&D in specialized areas or specific 
sectors at the regional, national and international levels. 


Community Development 

ACOA has a history of working closely with communities and 
community-based organizations to help them respond to their economic 
challenges and embrace the opportunities for development. The Agency 
will work with these communities to strike the right balance between 
capitalizing on the growing opportunities of the region’s urban and rural 
areas, and continued recognition of and ability to respond to the various 
economic development challenges. This means taking a strategic, regional 
approach to development, where communities work together to extend 
the benefits of emerging opportunities to the widest extent feasible and 
mitigating economic challenges where possible. 


Policy, Advocacy and Coordination 

ACOA’s well-developed policy, advocacy and coordination roles are 
important complements to its direct support for economic development. 
ACOA will continue to carry out specific research in Atlantic Canada and 
will play a lead advocacy and coordination role developing a strategic 
approach with other federal line departments, provincial governments, 
communities and key players to create an enabling environment for 
industry development. Over the course of the next five years, ACOA’s 
policy activities, including strategic analysis, economic analysis and 
research, will be concentrated in the strategic priorities areas as 


identified above. 
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Internal Services 
ACOA’s ongoing commitment to build and maintain management 
excellence and strong governance is focused on achieving an appropriate 
balance between what is achieved and how it is achieved. Consistent with 
the Management Accountability Framework, and with the federal thrust 
toward Public Service Renewal, the priority areas upon which the Agency 
intends to focus include: 

¢ implementation and coordination of a strong governance and 
accountability framework to ensure that ACOA remains focused 
on results, that its programs and policies remain relevant, and that 
the right decisions are being made to enable the Agency to fulfill its 
mandate; 
enhanced capacity to collect and use performance information for 


informed decision-making at all levels; 
improved understanding of the risks ACOA faces, and how to best 


mitigate them; and 

having the right people with the right skills to support attaining 
business goals through comprehensive employee learning plans, 
training and learning opportunities, succession planning, and focused 


recruitment. 
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